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FINANCIAL OVERVIEW 


Summary of Operations 
(dollars in millions, except per share data) 


2012 2011 
Revenues $ 280.1 $ 204.7 
Operating Income $ 60.4 $ 13.9 
Operating Income, as adjusted* $ 81.5 $ 43.7 
Net Income attributable to common stockholders $ 37.6 $ 111.7 
Operating Margin 22% 7% 
Operating Margin, as adjusted* 38% 28% 
Per Share Data 
Weighted Average Shares Outstanding — Diluted (in thousands) 8,073 6,834 
Earnings per Share — Basic $ 4.87 $ 17.98 
Earnings per Share — Diluted $ 4.66 $ 16.34 
Assets Under Management 
(dollars in millions) 
Ending AUM $ 45,537.0 $ 34,587.6 


By product (12/31/2012): 
@ Long-term Open-End Mutual Funds $25,827.1 


@ Closed-End Funds 6,231.6 
@ Money Market Funds 1,994.1 
@ Variable Insurance Funds 1,295.7 
@ Separately Managed Accounts 5,829.0 
@ Institutional Products 4,359.5 

Total $45,537.0 


By investment category (12/31/2012): 


@ Equity $26,925.5 
@ Fixed Income 16,581.7 
@ Cash Management 2,029.8 

Total $45,537.0 


* Certain supplemental performance measures are provided in addition to, but not as a substitute for, performance measures determined in accordance with GAAP. These 
supplemental measures may not be comparable to non-GAAP performance measures of other companies. “Operating Income, as Adjusted” and “Operating Margin, as 
Adjusted” are supplemental non-GAAP measures that net the distribution and administration expenses against the related revenue and remove certain non-cash and 
other identified amounts. For our definition of these terms, as well as a reconciliation to GAAP measures, see “Reconciliation of Revenues, Operating Expenses and 
Operating Income on a GAAP Basis to Revenues, Operating Expenses and Operating Income, As Adjusted” in the Supplemental Financial Information, included as an 
attachment to this annual report after the Form 10-K. 


This report may contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, which, by their nature, are subject to 
significant risks and uncertainties. Virtus Investment Partners, Inc. intends for these forward-looking statements to be covered by the safe harbor provisions of the 
federal securities laws relating to forward-looking statements. For a further discussion, see “Forward Looking Statements” on page 16 of the attached Form 10-K. 


MESSAGE TO SHAREHOLDERS 


Consistent Growth from Broad Capabilities, 
a Solid Foundation Combined Strength 
To our Fellow Shareholders, Virtus Investment Partners (NASDAQ: VRTS) 


is a distinctive partnership of boutique 
We are pleased to report that 2012 was an exceptionally ; ; ; 
ae investment managers singularly committed 
strong year for Virtus Investment Partners, continuing 


our trend of growing financial and operating results since to the long-term success of individual and 
becoming an independent public company. institutional investors. Our multi-style, multi- 
manager approach gives advisors and their 
clients unique access to a broad array of 
investment capabilities from a dynamic 


The results — including record sales, net flows and 
operating earnings, and substantial growth in the value 
of our stock — demonstrate the value of the solid 


foundation we have built that has defined our company group of affiliated managers and select 
over these past four years: a distinctive business model Subadvisers, each with a distinct investment 
that generates multiple growth opportunities and the style, autonomous investment process and 


focused execution of a clearly defined operating strategy. individual brand. The combined strength and 


We established these core business objectives to position cise ined institutional-quality eS of 
ourselves for success and continue to deliver growing our investment partners offer solutions that 
value for our shareholders: meet a wide variety of investor needs. 


> Maintain the high quality of our products and expand 
into new strategies; 


> Attract and retain top talent to support our business; 


> Capture greater market share; and 


> Optimize our capital structure to position the company 
for further growth. 


We accomplished each of these objectives and 
generated strong financial and operating results in 
2012 with a focus on continuing to produce sustainable 
long-term value for our shareholders. 


Mark C. Treanor George R. Aylward 
Chairman President and 
Board of Directors Chief Executive Officer 
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MESSAGE TO SHAREHOLDERS 


Recognized Investment 
Performance, New Strategies 


Clients look for superior products to meet their investment 
preferences and unique financial needs and to address 
changing market cycles and shifting priorities. 


We offer a broad array of high-quality investment 
capabilities that constitute a well-diversified investment 
portfolio, provided by boutique managers with distinct 
investment styles and individual brands. 


Our disciplined approach to product oversight, product 
development and manager selection resulted in continued 
strong relative investment performance, an important 
contributor to our overall success in 2012. 


Specific accomplishments included: 


> Competitive, high performance across diverse asset 
classes and strategies. Eighty-five percent of our equity 
mutual fund assets and 92 percent of fixed income 
assets were in 5- and 4-star Morningstar-rated funds 
(on a load-waived basis), with 95 percent of all fund 
assets rated 3 stars or higher at year-end.1 


> Recognition in the Barron’s/Lipper 2012 Best Fund 
Families Ranking as the best Taxable Bond Fund family 
of the year. We earned this distinction for the second time 
in three years, based on Newfleet Asset Management’s 
strong performance. This was also the third consecutive 
year that Virtus was a category winner; we were the best 
World Equity Fund family in 2011. 


Virtus - S&P 500° - Peer Companies? Change from 1/2/09 Open to 12/31/12 Close 
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! Additional information regarding investment performance is included as an attachment to this annual report after the Form 10-K. 
® The companies that comprise the peer composite are included as an attachment to this annual report after the Form 10-K. 
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> Morningstar and Lipper honors for international 
equity funds. Rajiv Jain of Vontobel Asset Management, 
manager of the Virtus Emerging Markets Opportunities 
and Foreign Opportunities funds, was honored as 
Morningstar’s 2012 International-Stock Fund Manager 
of the Year and earned a Lipper Fund Award for the 
Virtus international equity funds he manages. 


Distinctive new strategies ensure that we maintain a 
portfolio of products that are relevant to the needs of our 
clients, and in 2012 we introduced new products and 
expanded our investment capabilities. 


Several high-quality teams with innovative strategies were 
added as Virtus affiliated partners: 


> Rampart Investment Management uses systematic 
and disciplined options overlay strategies to provide 
customized solutions for institutional and high-net-worth 
clients. 


> Newfound Investments, created in partnership with 
Newfound Research, offers disciplined, rules-based 
strategies using proprietary research and asset allocation 
models to manage a variety of asset classes. 


> Euclid Advisors added a high-conviction core 
international equity capability that has a bias toward 
value and quality, but is flexible in responding to market 
conditions based on its top-down, bottom-up approach. 


> Kleinwort Benson Investors International offers a 
strategy that provides exposure to the emerging equity 
markets and an element of income. In 2012, we reached 
an agreement to acquire a 24 percent stake in the 
company. 


We introduced new capabilities in open-end and closed- 
end funds from current managers and new subadvisers: 


> The eight open-end mutual funds launched in 2012 
included new strategies from Newfleet and Kayne 
Anderson Rudnick; three “Virtus Disciplined” funds from 
Newfound that offer rules-based equity and fixed-income 
strategies; an open-end fund that leverages the 

expertise of Herzfeld Advisors, one of the premier 
analysts of closed-end funds; and a strategy from Horizon 
Kinetics that invests in companies managed by 
successful business leaders who have created significant 
wealth through their companies. [See page 8.] 


> The initial public offering of the Virtus Global Multi- 
Sector Income (NYSE: VGI) closed-end fund demonstrated 
our ability to broaden existing investment strategies into 
new products. VGI — our eighth closed-end fund — 

is managed by the Newfleet team that advises our 
attractive multi-sector fixed income strategies. 


Effective Distribution 


In the highly competitive asset management industry, the 
most successful companies need to stand out among the 
crowd with their investment capabilities and distribution. 


Our well-defined and differentiated value proposition 
focuses on giving financial advisors one-point access to 

a broad array of investment capabilities and strategies 
from our boutique managers. The attractiveness of this 
approach continued to be validated in 2012, with mutual 
funds sales that increased 30 percent from the prior year, 
and an organic growth rate that is substantially higher 
than industry averages. 
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MESSAGE TO SHAREHOLDERS 


Throughout much of 2012, with a challenging and 
uneven economy, a high percentage of new sales in the 
industry were invested in fixed income products, and 
many companies struggled to maintain more than single- 
digit positive net flows. The broad scope of our product 
offerings, and our best-in-class retail distribution, enabled 
us to counter these market trends: 


> We delivered a 29 percent increase in both sales 

and net flows. Driven by mutual fund sales of $12.3 
billion, which increased 30 percent from 2011, sales of 
all investment products grew to $14.4 billion from $11.2 
billion. Net flows for all products were $6.7 billion in 
2012, compared with $5.2 billion in 2011, representing 
an organic growth rate of 19 percent in a year when the 
industry generated low single-digit organic growth. 


> Two-thirds of our long-term open-end mutual fund 
sales were in equity products, and we had an organic 
growth rate — which is mutual fund net flows as a 
percentage of beginning-of-year assets — of 38 percent, 
among the highest in the industry. 


> Assets under management grew 32 percent to $45.5 
billion on the strength of positive net flows, market 
appreciation, and the Rampart acquisition. Long-term 
assets under management were $43.5 billion at 
December 31, 2012, compared with $32.2 billion a 
year earlier. 


> The growth in 2012 was supported by an expanded 
focus on the fast-growing independent broker-dealer 
and registered investment advisor channels. We created 
a new dedicated sales team comprising experienced 
professionals who understand the specific needs of 

the independent/RIA channel. Sales through the 
independent/RIA channel increased 41 percent during 
the year, contributing to the very strong overall growth 
rate of 30 percent. 


[4] 


These results were not unique to 2012. Since 2009, 
our fund sales and net flows have increased at 
compound annual growth rates of 64 percent and 134 
percent respectively. 


Optimized Capital Structure 


While not capital-intensive, asset managers do have 
specific capital needs, such as seeding new strategies 
and investing in growth opportunities. 


The skilled development and execution of a compre- 
hensive capital management strategy has supported our 
significant, sustained growth over the past four years, 
including the introduction of new capabilities and the 
completion of organic and inorganic growth initiatives. 


The primary focus of our prudent approach to capital 
management is maintaining an effective balance 
between investments in growth opportunities with a 
meaningful return of capital to our shareholders. 
Consistently solid financial and operating performance 
has allowed us to strengthen our balance sheet and 
increase capital flexibility. 


> We enhanced our long-term capital position and 
increased our operating flexibility by amending an 
existing credit agreement to extend the term by five 
years, increase the capacity to $75.0 million, and 
provide more favorable terms, including a lower 
variable interest rate. 


> A significant portion of our free cash flow in 2012 was 
deployed to the many growth initiatives we completed, 
including seeding and launching nine new open- and 
closed-end funds and acquiring Rampart. 


> We returned $20.9 million to shareholders in the 

form of share repurchases and net share settlements to 
mitigate shareholder dilution. For the full year we 
effectively repurchased the equivalent of 237,000 shares. 


As we continue to strengthen and enhance our balance 
sheet, we will manage our capital to provide appropriate 
operating flexibility with the overriding objective of 
maximizing shareholder value. 


Strong Results 


By leveraging our business model, value proposition and 
the effective execution of our distinctive strategy, we 
delivered strong results in key financial metrics during 
the year: 


> Revenues increased by 37 percent to $280.1 million 
from $204.7 million in 2011 as a result of the significant 
increase in assets under management and a growing 
percentage of higher-fee equity assets. 


> Operating income, as adjusted, which is the non-GAAP 
performance measure that we believe best illustrates 

the earnings of the company, increased by 86 percent 

to $81.5 million from $43.7 million in 2011. The related 
margin grew to 38 percent from 28 percent. The increase 
in the margin reflects the leveragability of the business 
and our ability to add assets and revenues with minimal 
expansion of the fixed cost base. 


> Operating income, the comparable GAAP measure and 
the related margin grew to $60.4 million and 22 percent 
from $13.9 million and 7 percent. Net income attributable 
to common stockholders was $37.6 million, or $4.66 per 
diluted common share in 2012, compared with $111.7 
million or $16.34 per share in 2011. (The 2011 result 
includes $15.00 per share primarily related to a tax 
valuation release and expenses related to the retired 
Series B Convertible Preferred Stock.) 


> Our shareholders directly benefited from the 
achievement of these financial results and the completion 
of our initiatives. With a 59 percent appreciation in our 
stock price during 2012, Virtus outpaced the average of 
our peer companies as well as the broader market 


indices and, for the third consecutive year, was the best- 
performing publicly traded traditional asset manager. 


Positioned for the Future 


The operating and financial results we delivered in 2012, 
and our many accomplishments in our four years as a 
public company, demonstrate the strength of our vision 
and unwavering commitment to our collective success. 


Our consistent growth in key metrics is a result 
of our distinctive business model and value 
proposition and the successful execution of an 
effective strategy. 


We believe our potential is even greater. By successfully 
leveraging our business model and executing on our 
strategy, we have distinguished Virtus as a fast-growing 
and profitable asset management company. We have all 
the elements to continue to grow: a well-balanced and 
diversified product set, solid investment performance, 
effective distribution through multiple channels, a strong 
and flexible capital structure, and talented employees. 

It is this unique combination of broad capabilities that 
gives us such confidence in the future of our company. 


We thank you for joining us as shareholders, and, on 
behalf of the board, management team and employees 
of Virtus Investment Partners, we look forward to the 
opportunities ahead. 


Sincerely, 


Mark C. Treanor 
Chairman 


George R. Aylward 
President and 
Chief Executive Officer 
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BOARD OF DIRECTORS 


From left: Diane M. Coffey, Edward M. Swan, Jr., George R. Aylward, Timothy A. Holt, Mark C. Treanor, 
James R. Baio, Susan S. Fleming, Hugh M.S. McKee 


George R. Aylward 
President and Chief Executive Officer 
Virtus Investment Partners 


James R. Baio! 

Chief Financial Officer, Treasurer 

and Executive Vice President (Retired) 
Franklin Templeton Investments 


Diane M. Coffey °* 
Managing Director and Partner 
Peter J. Solomon Company, Ltd. 


Susan S. Fleming, Ph.D.*4 
Consultant and Executive Educator 


Timothy A. Holt !° 

Senior Vice President and 

Chief Investment Officer (Retired) 
Aetna, Inc. 
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Hugh M.S. McKee 
Co-President and Chief Operating Officer 
BMO Investments Inc. 


Edward M. Swan, Jr.!* 
President (Retired) 
FIS Group 


Mark C. Treanor *4 

Non-Executive Chairman of the Board of Directors 
Senior Partner 

Treanor, Pope & Hughes 


Board Committees 

1 Audit 

2 Compensation 

3 Finance and Investment 
4 Governance 


PRINCIPAL CORPORATE OFFICERS 


From left: Mark S. Flynn, Jeffrey T. Cerutti, Michael A. Angerthal, George R. Aylward, W. Patrick Bradley, 
Mardelle W. Pefia, Francis G. Waltman 


George R. Aylward* 
President, 
Chief Executive Officer and Director 


Michael A. Angerthal* 
Executive Vice President 
Chief Financial Officer and Treasurer 


W. Patrick Bradley 
Senior Vice President 
Fund Services 


Jeffrey T. Cerutti* 
Executive Vice President 
Head of Retail Distribution 


Mark 


S. Flynn* 


Executive Vice President 


Gene 
Chief 


ral Counsel, 
Compliance Officer and 


Corporate Secretary 


Mardelle W. Pena 


Senio 


r Vice President 


Human Resources 


Francis G. Waltman* 
Executive Vice President 


Head 


*Execu 


of Product Management 


tive Officers 
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NEW INVESTMENT STRATEGIES 


Open-end mutual funds introduced in 2012°: 


> Virtus Disciplined Equity Style Fund 
(VDEAX — Newfound Investments) Identifies opportunities to tactically shift between growth-oriented 
and value-oriented stocks 


> Virtus Disciplined Select Bond Fund 
(VDBAX — Newfound Investments) Focuses on capturing relative outperformance in fixed income 
assets to reflect changes in interest rates, inflation and credit cycles 


> Virtus Disciplined Select Country Fund 
(VDCAX — Newfound Investments) Allows international equity investors to capitalize on the significant 
performance disparities among non-U.S. equity markets 


> Virtus Emerging Markets Debt Fund 
(VEDAX — Newfleet Asset Management) Generates total return and capital appreciation through 
sovereign, quasi-Sovereign and corporate bonds of emerging markets 


> Virtus Emerging Markets Equity Income Fund 
(VEIAX — Kleinwort Benson Investors International) Focuses on total return with the potential for less 
risk through high-quality emerging market companies with above-average dividends 


> Virtus Herzfeld Fund 
(VHFAX — Thomas J. Herzfeld Advisors) Invests in closed-end funds exhibiting excessive or unusual 
discount patterns that have an attractive probability of narrowing 


> Virtus International Small Cap Fund 
(VISAX — Kayne Anderson Rudnick) Invests in high-quality companies that can grow consistently 
through different cycles and protect principal in down markets 


> Virtus Wealth Masters Fund 
(VWMAX — Horizon Kinetics) Invests in companies managed by individuals who created personal 
wealth in the company by prioritizing long-term shareholder value 


3 Class A ticker listed. Additional information regarding risk considerations relating to these funds is included as an attachment to this annual report after the Form 10-K. 
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SECURITIES AND EXCHANGE COMMISSION 
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VIRTUS INVESTMENT PARTNERS, INC. 


(Exact name of registrant as specified in its charter) 


Delaware 95-4191764 
(State or other jurisdiction of (LR.S. Employer 
incorporation or organization) Identification No.) 


100 Pearl St., Hartford, CT 06103 
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Common Stock, $.01 par value The NASDAQ Stock Market LLC 
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company. See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. 
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes [|X| No 
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which the common equity was last sold (based on the closing share price as quoted on the NASDAQ Global Market) as of the last business day of the 
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controlled by executive officers and directors of the registrant have been treated as shares held by affiliates. 


There were 7,831,584 shares of the registrant’s common stock outstanding on February 14, 2013. 


DOCUMENTS INCORPORATED BY REFERENCE 


Portions of the registrant’s Proxy Statement which will be filed with the SEC in connection with the 2013 Annual Meeting of Shareholders are 
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PART IV 


Item 15. 


“We,” “us,” “our,” the “Company” and “Virtus” as used in this Annual Report on Form 10-K (“Annual 
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Report’’), refer to Virtus Investment Partners, Inc., a Delaware corporation, and its subsidiaries. 


PARTI 


Item 1. Business. 
Organization 


Virtus Investment Partners, Inc. commenced operations on November 1, 1995 through a reverse merger with 
Duff & Phelps Corporation. From 1995 to 2001, we were a majority-owned indirect subsidiary of The Phoenix 
Companies, Inc. (“PNX’”). On January 11, 2001, a subsidiary of PNX acquired the outstanding shares of the 
Company not already owned and the Company became an indirect wholly-owned subsidiary of PNX. On 
October 31, 2008, after the sale of convertible preferred stock to a subsidiary of the Bank of Montreal (“BMO”) 
we became an indirect, majority-owned subsidiary of PNX. On December 31, 2008, PNX distributed 100% of 
Virtus common stock to PNX stockholders in a spin-off transaction. Following the spin-off, BMO owned 100% 
of the Company’s outstanding shares of Series B Convertible Preferred Stock (the “Series B”). All of the 
outstanding Series B was converted to shares of Virtus common stock on January 6, 2012. As a result of the 
conversion, all of the preferred stock have been retired. 


Our Business 


We are a provider of investment management products and services to individuals and institutions. We 
operate a multi-manager investment management business, comprised of affiliated managers and unaffiliated 
subadvisers, each having its own distinct investment style, autonomous investment process and brand. We 
believe our clients value this approach and appreciate individual managers with distinctive cultures and styles. 


We provide our products in a number of forms and through multiple distribution channels. Our retail 
products include open-end mutual funds, closed-end funds, variable insurance funds and separately managed 
accounts. Our fund family of open-end funds is distributed primarily through intermediaries. Our closed-end 
funds trade on the New York Stock Exchange. Our variable insurance funds are available as investment options 
in variable annuities and life insurance products distributed by third-party life insurance companies. Retail 
separately managed accounts are comprised of intermediary programs, sponsored and distributed by unaffiliated 
brokerage firms, and private client accounts, which are offerings to the high net-worth clients of our affiliated 
managers. We also manage institutional accounts for corporations, multi-employer retirement funds, public 
employee retirement systems, foundations and endowments and special purpose funds. Our earnings are 
primarily driven by asset-based fees charged on these various products for services including investment 
management, fund administration, distribution and shareholder services. These fees are based on a percentage of 
assets under management (““AUM”) and are calculated using daily or weekly average assets or assets at the end 
of the preceding quarter. 


Our Investment Managers 


Our investment management services are provided by investment managers who are registered investment 
advisors under the Investment Advisers Act of 1940, as amended (the “Investment Advisers Act’). The 
investment managers are responsible for portfolio management activities for our retail and institutional products 
operating under advisory or sub-advisory agreements. We provide our affiliated managers with distribution, 
operational and administrative support, thereby allowing each affiliated manager to focus on investment 
management. Our affiliated managers participate in the earnings they generate through compensation 
arrangements that include incentive bonus pools based primarily on their profits. We also engage select 
unaffiliated subadvisers for certain of our open-end mutual funds and variable insurance funds. At December 31, 
2012, $16.1 billion or 35.4% of our assets under management were managed by unaffiliated subadvisers. We 
monitor the quality of the affiliated managers and unaffiliated subadvisers products by assessing their 
performance, style, consistency and the discipline with which they apply their investment process. 


Our affiliated firms and their respective assets under management, styles and products are as follows: 


Affiliated Managers 
Kayne 
Anderson 
Duff & Phelps Newfleet Rudnick Rampart 
Investment Asset Investment Zweig/Euclid Investment Newfound 
Management Management Management Advisors Management(1) Investments (2) 
AUM at 
December 31, 2012 
($ in billions) $8.9 $10.7 $6.7 $1.7 $1.3 $0.0 
Location Chicago, IL Hartford, CT Los Angeles, CA New York, NY Boston, MA Hartford, CT 
Investment Style Quality-oriented, Multi-sector, Quality at a Growth at a Systematic, Quantitative, 
equity income; value-driven reasonable price reasonable disciplined tactical model 
high quality fixed fixed income price, high options driven 
income quality solutions portfolios 
fixed income 
Investment Types 
Equities ¢ REITs ¢ Small Cap: ¢ Large Cap ¢ Equity ¢ Domestic and 
Core/ Core overlay International 
Growth/Value Equity 
* Utilities/ ¢ Mid Cap: Core ¢ Tactical ¢ Low 
Infrastructure Asset Volatility 
¢ Passive Equity ¢ Small-Mid Allocation 
Cap: . 
Core/Value ¢ International 
¢ Large Cap: 
Core/ 
Growth/Value 
Fixed Income ¢ Tax * Multi-sector  ¢ California * US. * Core Plus 
Advantaged Municipals Government 
grade agencies 
e High Grade * Core 
Core 
¢ Municpals * Core Plus ¢ Intermediate ¢ Investment 
¢ Bank Loans Total Return & grade 
¢ High Yield Government corporates 
¢ Municipals ¢ Sovereign 
¢ Emerging 
Market 
Products 
Open-End Funds v v v v v 
Closed-End 
Funds v v v 
Variable 
Insurance Funds v v v 
Separately 
Managed 
Accounts v v v v 
Institutional v v v v v 


(1) On October 18, 2012, the Company completed the acquisition of the business and assets of Rampart 
Investment Management Company, Inc. 

(2) On October 4, 2012, the Company established Newfound Investments in partnership with Newfound 
Research, a financial technology firm that provides access to proprietary research and asset allocation 


models. 


Our Investment Products 


Our assets under management are comprised of open-end mutual funds, closed-end funds, variable 
insurance funds, separately managed accounts (intermediary sponsored and private client) and institutional 
accounts (traditional institutional mandates and structured products). 


Assets Under Management By Product as of December 31, 2012 


($ in billions) 

Retail Products 
Mutual fund assets 

Long-term open-end funds ...... 0... 0... c cece cee tet eeeenes $25.8 

Closédsend funds: ices-cnsa50 cd bei eee ee aed gee poe baa ee Ewes 6.2 

Money market funds 3.0 :fc ses. g's waiand swash gee dob stad a aheece ls, eas d ects, ee le 2.0 
Total mutual fund assets... 0... 0... eect nents 34.0 
Variable INSUrance FUNAS: eis ss cc tence nga aR Ma Pale O48 Sh oats ROE BE Dak gs 1.3 
Separately managed accounts 

Intermediary sponsored programs .......... 00.00. e eee eee 3.7 

Private Cent aCCOUNES 322, sais a. gatsdeapandearesecwcan a pratt stp dvace conga ann Qigvala- apa aaa quae 2.1 
Total managed account assets ..... 2.0... . eee cee eee nee 5.8 
Total retail assets 41.1 
Institutional Products 

Institutional accounts: ::..cc0.cccsceeia ce oia awed esses seta Gt biie$ ended 3.7 

Structured finance products ..... 0.0... 0c eee eee eee 0.7 
Total institutional assets 4.4 
Total AUM $45.5 


Open-End Mutual Funds 


As of December 31, 2012, we managed 48 open-end funds, in a variety of equity and fixed income styles, 
including money market, asset allocation and alternative investments, with total assets of $27.8 billion. 


Our equity fund offerings encompass a number of market caps and investment styles, including large-, mid- 
and small-cap funds offered in value, core and growth styles, and including international, global, emerging 
market and sector-specific funds. Our fixed income fund offerings cover a broad range of fixed income asset 
classes, including core, multi-sector, tax-exempt and high yield. We also offer separate money market funds 
focused on corporate, tax-exempt and government securities. 


Our family of open-end mutual funds as of December 31, 2012 is comprised of the following: 


Fund Type/Name 


Alternatives 

Virtus Real Estate Securities Fund ......... 000... 
Virtus Dynamic AlphaSector™ Fund ........... 0.00.0 c eee eee eee 
Virtus Global Dividend Fund ........... 0.00.0 c ccc cc eee eee 
Virtus Alternatives Diversifier Fund (3) .........0....0 0 cece cece ee eens 
Virtus International Real Estate Securities Fund ..............0 00000 eae 
Virtus Global Real Estate Securities Fund ............. 00.00 cece eee 
Virtus Global Commodities Stock Fund .............0 000 cece eee eee 
Virtus: Herzteld) Pum dy 5c. sseis See sw atipacnek eo: Suen ap Been ave eG eee dare esate wes 


Asset Allocation 

Virtus Balanced Fund oe seis cdcs died gence hice Sonaen tek oad ARE aes 
Virtus Allocator Premium AlphaSector™ Fund .................02.0005. 
Virtus Tactical Allocation Fund ......... 0.00.0 cece eee eens 


Equity 

Virtus Premium AlphaSector™ Fund ........... 0.00.00 c eee eee eee 
Virtus AlphaSector™ Rotation Fund .......... 0.0... c eee eee eee eee 
Virtus Strategic Growth Fund) 9 esss66cees een sedis Raa eee tot dees 
Virtus- Mid-Cap: Value Fund cisisils cs oe date dk poe dade ae dares 
Virtus: Small-Cap Core Fund ' siescxis cia ad awe eee we a eneaag ee Sesus tas 
Virtus Quality Small-Cap Fund ........ 0.0... 
Virtus ‘Growth STncome Fun 2s soecseie won die ceionen tae ao dpe ay ees albw «eNOS 
Virtus Mid-Cap: Growth Fund oii. eg.0e wre gibis eiorcin deaipp dee shandlip ghar ais Bnew ar 
Virtus Quality Large-Cap Value Fund ......... 00.0.0... cece eee eee 
Virtus Small-Cap Sustainable Growth Fund ..............0....00200005- 
Virtus Mid-Cap: Core Fund *« c.s.isicasans cat emiiais tae en eaac ens 
Virtus: Wealth Masters Bund) ics. i. ccs sa tin edna cede od dvds oo toe snw ars 


Fixed Income 

Virtus Multi-Sector Short Term Bond Fund ................00 000 cee eee 
Virtus Senior Floating Rate Fund!) 2 iccs issues ects eae eee seni em eas 
Virtus Multi-Sector Fixed Income Fund ............... 000 c cece eens 
Virtus Tax-Exempt Bond Fund) 5.00650. o see cee tenet eae eses come aes 
Vartus Higby Yael A Fund fs seis srag.ts costa anh aiginat odd, Qader vdaatdancch ana idreraysteesdaneint male 
Virtus Bond Bund™ s.5.4.46 sana. osen aces wakes Cees aee eae ees baba we wes 


Virtus High Yield'Income Fund incsdcincuwce cman tern wew aw Sera 
Virtus CA Tax-Exempt Bond Fund .......... 0... c cece cece cee ene 
Virtus Emerging Markets Debt Fund ............... 0.0.0 e cee eee eee 
Virtus Disciplined Select Bond Fund ................. 000: . cee eee eee 


International/Global 

Virtus Emerging Markets Opportunities Fund ..................2..0005. 
Virtus Foreign Opportunities Fund ............ 0.000 eee eee eee 
Virtus Global Opportunities Fund ... 0.0... ..0 0... eee eee 
Virtus Global Premium AlphaSector™ Fund .............0...00 020000 ee 
Virtus International Equity Fund.......... 0.0.0... cece eee 
Virtus Greater European Opportunities Fund ..................00..0000. 
Virtus Greater Asia ex Japan Opportunities Fund....................005. 
Virtus Emerging Markets Equity Income Fund .....................00-5 
Virtus International Small Cap Fund................ 0.00000 c cee eee eee 
Virtus Disciplined Select Country Fund .................0 0.0.0 eee eee 


Money Market Funds 

Virtus Insight Government Money Market Fund .....................0.. 
Virtus Insight Money Market Fund............ 0.0.0... cee eee eee eee 
Virtus Insight Tax-Exempt Money Market Fund .....................0.2, 


Total Open-End Funds ............. 2.0.0 e eee eens 


Inception 


1995 
1998 
2004 
2005 
2007 
2009 
2011 
2012 


1975 
2011 
1940 


2010 
2003 
1995 
1997 
1996 
2006 
1997 
1975 
2005 
2006 
2009 
2012 
2012 


1992 
2008 
1989 
1996 
1980 
1998 
1996 
2002 
1983 
2012 
2012 


1997 
1990 
1960 
2011 
2010 
2009 
2009 
2012 
2012 
2012 


1988 
1988 
1988 


Assets 


($ in millions) 


$ 1,306.2 
485.7 
100.8 

51.0 
36.1 
24.9 
23.0 

1.5 


587.7 
385.3 
185.9 


3,574.1 
472.0 
374.5 
370.7 
248.8 
213.7 
129.3 

81.5 
80.2 
78.9 
2.5 
1.1 
1.0 


7,065.4 
486.1 
420.9 
345.6 
110.0 
107.2 

718 
63.5 
55.8 
26.3 

1.0 


6,744.5 
1,258.6 
98.1 


$27,821.2 


Advisory 
Fee (1) 


(%) 


0.75-0.65 
1.50-1.40 
0.65-0.55 

n/a 
1.00-0.90 
0.85-0.75 
1.00-0.90 
1.00-0.95 


0.55-0.45 
1.10-1.00 
0.70-0.60 


1.10 
0.45-0.40 
0.70-0.60 
0.75-0.70 

0.75 

0.70 
0.75-0.65 
0.80-0.70 
0.75-0.65 
0.90-0.80 
0.80-0.70 
0.85-0.80 
1.00-0.90 


0.55-0.45 
0.60-0.50 
0.55-0.45 

0.45 
0.65-0.55 
0.45-0.40 
0.55-0.45 

0.45 
0.45-0.35 
0.75-0.70 
0.80-0.70 


1.00-0.95 
0.85-0.75 
0.85-0.75 
1.10-1.00 
0.85-0.75 
0.85-0.80 
1.00-0.95 
1.05-1.00 
1.00-0.95 
1.10-1.00 


0.14-0.10 
0.14-0.10 
0.14-0.10 


3-Year 
Return (2) 


(%) 


17.67 
(1.76) 
10.15 
5.73 
12.94 
15.46 
n/a 
n/a 


8.35 
n/a 
8.17 


n/a 
9.01 
7.95 

12.46 
14.16 
11.67 
8.14 
9.49 
8.29 
13.71 
12.14 
n/a 
n/a 


193 
6.37 
10.06 
7.09 
10.49 
7.42 
5.52 
10.38 
6.98 
n/a 
n/a 


14.25 
10.89 
13.43 
n/a 
n/a 
10.78 
12.13 
n/a 
n/a 
n/a 


0.03 
0.01 
0.04 


(1) Percentage of average daily net assets of each fund. The percentages listed represent the range of gross 
management advisory fees paid by the funds, from the highest to the lowest. A range indicates that the fund 
has breakpoints at which management advisory fees decrease as assets in the funds increase. We pay sub- 
advisory fees on funds managed by unaffiliated subadvisers, which are not reflected in the percentages 
listed. 

(2) Represents average annual total return performance of the largest share class as measured by net assets for 
which performance data is available. 

(3) This fund invests in other Virtus open-end mutual funds as well as unaffiliated exchange traded funds. The 
related assets invested in other Virtus open-end mutual funds are reflected only in the balances of the 
respective funds. 


Past performance does not guarantee future results. Investment return and principal value will fluctuate so 
that shares, when redeemed, may be worth more or less than their original cost. 


Closed-End Funds 


We managed the assets of eight closed-end funds as of December 31, 2012, each of which is traded on the 
New York Stock Exchange, with total assets of $6.2 billion. Closed-end funds do not continually offer to sell and 
redeem their shares; rather, daily liquidity is provided by the ability to trade the shares of these funds at prices 
that may be above or below the shares’ net asset value. Our closed-end funds are comprised of various fixed 
income and equity strategies provided by three of our affiliated managers. 


Our family of closed-end funds as of December 31, 2012, is comprised of the following: 


Advisory 
Fund Type/Name Assets Fee 
($ in billions) % 
Balanced 
DNP Select Income Fund Inc................. $3.2 0.60-0.50 (1) 
Zweig Total Return ........... 0.0... e eee eee 0.5 0.70 (2) 
Virtus Total Return Fund ................... 0.2 0.85 (2) 
Equity 
Duff & Phelps Global Utility Income Fund Inc .. 1.0 1.00 (3) 
ZWeile PUN» 565i o onan die event Re edeaes 0.3 0.85 (2) 
Fixed Income 
Duff & Phelps Utility and Corporate Bond Trust 
Me: ns gs thd id st beret ewes 0.5 0.50 (1) 
Virtus Global Multi-Sector Income Fund ....... 0.3 0.95 (2) 
DTF Tax-Free Income Inc. .................. 0.2 0.50 (1) 


Total Closed-End Funds .................. $6.2 


(1) Percentage of average weekly net assets. The percentage listed represents the range of gross management 
advisory fees paid by the funds, from the highest to the lowest. A range indicates that the fund has 
breakpoints at which management advisory fees decrease as assets in the fund increase. 

(2) Percentage of average daily net assets of each fund. 

(3) Percentage of average weekly net assets. The adviser has contractually agreed to waive a portion of its fee 
for a period of time, which is not reflected in the percentage listed. 


Variable Insurance Trust 


Our variable insurance trust provides investment options in variable annuities and life insurance products 
distributed by third-party life insurance companies. Our family of variable insurance funds as of December 31, 
2012, is comprised of the following: 


Advisory 
Fund Type/Name Assets Fee (1) 
($ in billions) % 

Equity 

Virtus International Series ................0.. $0.3 0.75-0.65 

Virtus Capital Growth Series ................. 0.2 0.70-0.60 

Virtus Growth and Income Series ............. 0.2 0.70-0.60 

Virtus Small-Cap Growth Series .............. 0.1 0.85 

Virtus Real Estate Securities Series ............ 0.1 0.75-0.65 

Virtus Small-Cap Value Series ............... 0.1 0.90 
Fixed Income 

Virtus Multi-Sector Fixed Income Series ....... 0.2 0.50-0.40 
Asset Allocation 

Virtus Strategic Allocation Series ............. 0.1 0.60-0.50 

Total Variable Products Funds ............. $1.3 


(1) Percentage of average daily net assets of each fund. The percentage listed represents the range of gross 
management advisory fees paid by the funds, from the highest to the lowest. A range indicates that the fund 
has breakpoints at which management advisory fees decrease as assets in the fund increase. We pay sub- 
advisory fees on funds managed by unaffiliated subadvisers, which are not reflected in the percentages 
listed. 


Separately Managed Accounts 


Separately managed accounts are individually owned portfolios that are managed by an investment 
manager. Separately managed accounts include broker-dealer sponsored programs, whereby an intermediary 
assists individuals in identifying their investment objectives and hires investment managers that have been 
approved by the broker-dealer to fulfill those objectives; and private client accounts that are accounts of high net- 
worth individuals who are direct clients of our affiliates. Intermediary sponsored programs and private client 
account assets totaled $5.8 billion at December 31, 2012. 


Institutional Accounts 


We offer a variety of equity, fixed income and real estate investment trust strategies to institutional clients, 
including corporations, multi-employer retirement funds, public employee retirement systems, foundations and 
endowments and special purpose funds. We also act as the collateral manager for structured finance products, 
such as collateralized loan obligations and collateralized bond obligations, collectively referred to as 
collateralized debt obligations (“CDOs”). Our institutional assets under management totaled $4.4 billion as of 
December 31, 2012. 


Our Investment Management, Administration and Transfer Agent Fees 


Our net investment management fees, administration fees and net transfer agent fees earned in each of the 
last three years were as follows: 


Years Ended December 31, 
2012 2011 2010 
($ in thousands) 
Investment management fees: 
Open-end funds ............ 00.0 cee eee $109,327 $ 68,831 $ 42,090 
Closédzend Tnids:: ai.505 6c, eos cveeine wake cs odode bee 35,361 26,345 22,131 
Separately managed accounts ...................200-. 23,245 19,166 17,057 
Institutional accounts ...... 00.00... cece eee 13,554 14,596 14,880 
Variable insurance funds ........... 0.000000 c cee eee 6,388 6,125 1,838 
Total investment management fees ............... 187,875 135,063 97,996 
Administration Tees 4.5 «nea eee da oie ebaw ee deaw 23,646 16,695 10,502 
‘Transfer agenttees: cncccs aang aewdas Haake wae oa ko 10,133 7,183 4,822 
SU OU 25s slop ate, dy titcie de aeciceed. oateane den sSaes tate taes anes okeale eee $221,654 $158,941 $113,320 


Investment Management Fees 


We provide investment management services to funds and accounts pursuant to investment management 
agreements. With respect to open-end funds, closed-end funds and variable insurance funds, we earn fees based 
on each fund’s average daily or weekly net assets. Most fee schedules provide for rate declines or “breakpoints” 
as asset levels increase to certain thresholds. For separately managed accounts and institutional accounts, fees are 
negotiated and are based primarily on asset size, portfolio complexity and individual client requests. Each of our 
sponsored open-end, closed-end and variable insurance funds has an investment management agreement with one 
of our advisors (each, an “‘Adviser”). Although specific terms of agreements vary, the basic terms are similar. 
Pursuant to the agreements, the Adviser provides overall management services to a fund, subject to supervision 
by the fund’s board of directors. The investment management agreements are approved initially by fund 
shareholders and must be approved annually by each fund’s board of directors, including a majority of the 
directors who are not “interested persons” of the Adviser. Generally, agreements may be terminated by either 
party upon written notice, and may terminate automatically in certain situations, such as a “change in control” of 
the Adviser. In arrangements where our funds are managed by a subadviser, the agreement provides that the 
subadviser manages the day-to-day operations of the fund’s portfolio and receives a management fee from the 
Adviser based on the percentage of average daily net assets in the funds they sub-advise or a percentage of the 
Adviser’s management fee. 


Each fund bears all expenses associated with its operations, including the costs associated with the issuance 
and redemption of securities, where applicable. The funds do not bear compensation expenses of directors or 
officers of the fund who are employed by us or our subsidiaries. In some cases, to the extent total expenses 
exceed a specified percentage of a fund’s or a portfolio’s average net assets for a given year, the Adviser has 
agreed to reimburse the funds for such excess expenses or voluntarily waive a portion of its fee for a period of 
time. 


We act as the collateral manager for structured finance products, which are comprised of CDOs. Fees 
consist of both senior and subordinated management fees. Senior management fees are calculated at a contractual 
fee rate applied against the current par value of the total collateral being managed. Subordinated management 
fees, also calculated against the current par value of the total collateral being managed, are recognized only after 
certain portfolio criteria are met. The underlying collateral is primarily comprised of loans, high yield securities, 
asset-backed securities and mortgage-backed securities. We have no direct investment in and no financial or 
operational obligations with respect to the underlying performance of the collateral. For the investment 
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management services being provided for existing structured finance products, this revenue will decline over time 
as CDOs have finite lives and can experience redemptions and liquidations. Structured finance product assets 
under management totaled $0.7 billion at December 31, 2012. 


Administration Fees 


We provide fund administration services to our open-end funds, variable insurance funds and certain of our 
closed-end funds. We earn fees based on each fund’s average daily or weekly net assets. Administrative services 
include recordkeeping, preparing and filing documents required to comply with federal and state securities laws, 
legal administration and compliance services, supervising the activities of the funds’ other service providers, 
providing assistance with fund shareholder meetings, as well as providing office space, equipment and personnel 
that may be necessary for managing and administering the business affairs of the funds. 


Transfer Agent Fees 


We provide transfer agent services to our open-end funds and certain of the closed-end funds. We earn fees 
based on each fund’s average daily or weekly net assets. Transfer agent services include maintaining shareholder 
accounts; receiving and processing orders for purchases, exchanges and redemptions of fund shares; conveying 
payments; withholding taxes on shareholder accounts; preparing and filing required forms for dividends and 
distributions; preparing and mailing transaction confirmation and periodic statements; and providing shareholder 
account information. We delegate the performance of certain aspects of the transfer agent services to a third- 
party service provider and oversee their performance. 


Our Distribution Services 


Our principal means of distribution of our open-end mutual funds and separately managed accounts is 
through financial intermediaries to individuals. We have broad access in this marketplace, with distribution 
partners that include national and regional broker-dealers, independent broker-dealers and independent financial 
advisory firms. We support these distribution partners with a team of regional sales professionals 
(“wholesalers”), a national account relationship group, an internal sales desk and separate teams for the 
retirement market and the registered investment advisor market. Our sales and marketing professionals serve as a 
resource to financial advisors seeking to help clients address wealth management issues and support the 
marketing of our products and services tailored to this marketplace. 


We also have separate resources dedicated to serving high net-worth clients who access investment advice 
outside of traditional retail broker-dealer channels. Specialized teams at our affiliated managers develop 
relationships in this market and deal directly with these clients. 


Our institutional distribution strategy combines both a coordinated and affiliate-centric model. Institutional 
resources at affiliates and certain combined resources work collaboratively on institutional sales efforts. Through 
relationships with consultants, they target key market segments, including foundations and endowments, 
corporate, public and private pension plans. 


Our Broker-Dealer Services 


VP Distributors, LLC (““VPD”), a broker-dealer registered under the Securities Exchange Act of 1934, as 
amended (the “Exchange Act’), serves as principal underwriter and national wholesale distributor of our open- 
end mutual funds and managed accounts. Mutual fund shares are distributed by VPD under sales agreements with 
unaffiliated national and regional broker-dealers and financial institutions. VPD also markets advisory services to 
sponsors of managed account programs. 


Our Competition 


We face significant competition from a wide variety of financial institutions, including other investment 
management companies, as well as from proprietary products offered by our distribution partners such as banks, 
broker-dealers and financial planning firms. Competition in our businesses is based on several factors including 
investment performance, access to distribution channels, service to advisors and their clients and fees charged. 
Our competitors, many of which are larger than we are, often offer similar products, use similar distribution 
sources, offer less expensive products, have greater access to key distribution channels and have greater 
resources than we do. 


Our Regulatory Matters 


We are subject to regulation by the Securities and Exchange Commission (“SEC”), Financial Industry 
Regulatory Authority (“FINRA”) and other federal and state agencies and self-regulatory organizations. Each 
advisor, including unaffiliated subadvisers, is registered with the SEC under the Investment Advisers Act. Each 
open-end mutual fund, closed-end fund, and each series of our variable insurance trust is registered with the SEC 
under the Investment Company Act of 1940 (the “Investment Company Act”). VPD is registered with the SEC 
under the Exchange Act and is a member of FINRA. 


The financial services industry is highly regulated and failure to comply with related laws and regulations 
can result in the revocation of registrations, the imposition of censures or fines, and the suspension or expulsion 
of a firm and/or its employees from the industry. All of our open-end mutual funds are currently available for 
sale and are qualified in all 50 states, Washington, D.C., Puerto Rico and the U.S. Virgin Islands. Most aspects of 
our investment management business, including the business of the subadvisers, are subject to various federal 
and state laws and regulations. 


Our officers, directors, and employees may, from time to time, own securities that are also held by one or 
more of our funds. Our internal policies with respect to personal investments are established pursuant to the 
provisions of the Investment Company Act and/or the Investment Advisers Act. Employees, officers and 
directors who, in the function of their responsibilities, meet the requirements of the Investment Company Act, 
Investment Advisers Act, or of FINRA regulations, must disclose personal securities holdings and trading 
activity. Those employees, officers and directors with investment discretion or access to investment decisions are 
subject to additional restrictions with respect to the pre-clearance of the purchase or sale of securities over which 
they have investment discretion or beneficial interest. Other restrictions are imposed upon supervised persons 
with respect to personal transactions in securities held, recently sold or contemplated for purchase by our mutual 
funds. All supervised persons are required to report holdings and transactions on an annual and quarterly basis 
pursuant to the provisions of the Investment Company Act and Investment Advisers Act. In addition, certain 
transactions are restricted so as to seek to avoid the possibility of improper use of information relating to the 
management of client accounts. 


Our Employees 


As of December 31, 2012, we had 336 full time equivalent employees. None of our employees are union 
members. We consider our relations with our employees to be good. 


Relationship with BMO 


As of December 31, 2012, BMO owned 1,728,731 shares of our common stock representing 22.1 percent of 
our outstanding common stock. As of December 31, 2011, BMO held 35,217 shares of our Series B. On 
January 6, 2012 BMO converted all 35,217 outstanding shares of Series B into 1,349,300 shares of our common 
stock. As a result of the conversion, all of the shares of Series B have been retired and BMO’s right to elect one 
director to our board of directors pursuant to the Series B Certificate of Designations terminated. BMO, however, 
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retains the right to nominate one director to our board of directors for election by our common shareholders, so 
long as it beneficially owns at least 10.0% of our common stock, pursuant to the terms of our 2008 investment 
and contribution agreement with BMO. 


Available Information 


Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all 
amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act will be 
available free of charge on our website located at www.virtus.com as soon as reasonably practicable after they 
are filed with or furnished to the SEC. You may also read and copy any document we file at the SEC’s Public 
Reference Room at 100 F Street N.E., Washington, D.C. 20549. Please call 1-800-SEC-0330 for further 
information on the operation of the Public Reference Room. Reports, proxy statements and other information 
regarding issuers that file electronically with the SEC, including our filings, are also available to the public on the 
SEC’s website at http://www.sec.gov. 


A copy of our Corporate Governance Principles, its Code of Conduct, and the charters of its Audit 
Committee, Compensation Committee, Finance and Investment Committee and Governance Committee are 
posted on our website, www.virtus.com, under “Investor Relations,” and are available in print to any person who 
requests copies by contacting Investor Relations by email to: investor.relations @ virtus.com or by mail to Virtus 
Investment Partners, Inc., c/o Investor Relations, 100 Pearl Street, Hartford, CT 06103. Information contained on 
the website is not incorporated by reference or otherwise considered part of this document. 
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Item 1A. Risk Factors 


You should carefully consider the risks described below, together with all of the other information included 
in this Annual Report on Form 10-K, in evaluating the Company and our common stock. If any of the risks 
described below actually occurs, our business, results of operations, financial condition and stock price could be 
materially adversely affected. 


We earn substantially all of our revenue based on assets under management and therefore a reduction in 
assets under management would reduce our revenues and profitability. Assets under management fluctuate 
based on many factors including: market conditions, investment performance, and terminations of 
investment contracts. 


The majority of our revenues are generated from asset-based fees from investment management products 
and services to individuals and institutions. Therefore, if the assets under management decline, our fee revenue 
declines reducing profitability as some of our expenses are fixed. There are several reasons that assets under 
management could decline as discussed below: 


Domestic and global market conditions in the equity and credit markets, which have experienced significant 
volatility and uncertainty, can influence assets under management. The value of assets under management can 
decline due to price declines in specific securities, in the securities markets generally, or in specific market 
segments or geographic areas where those assets are invested. Funds and portfolios that we manage related to 
certain geographic markets and industry sectors are also vulnerable to political, social and economic events. If 
the security markets decline or experience volatility, this could have a negative impact on our assets under 
management and our revenues. Increases in interest rates from their present, historically low levels also may 
adversely affect the net asset values of our assets under management. Decreases in interest rates could lead to 
outflows in our fixed income assets as investors may seek higher yields. In the event of extreme circumstances, 
including economic, political, or business crises, such as a widespread systemic failure in the global financial 
system or failures of firms that have significant obligations as counterparties on financial instruments, we may 
suffer significant declines in assets under management and severe liquidity or valuation issues. 


The performance of our investment strategies is critical to the maintenance and growth of assets under 
management. Net flows related to our investment strategies can be affected by investment performance relative 
to other competing investment strategies or to established benchmarks. Investment management strategies are 
rated, ranked or assessed by independent third-parties, distribution partners, and industry periodicals and 
services. These assessments often influence the investment decisions of our clients. If the performance or 
assessment of our investment strategies is seen as underperforming relative to peers, it could result in an increase 
in the withdrawal of assets by existing clients and the inability to attract additional investments from existing and 
new clients. In addition, certain of our investment strategies have capacity constraints, as there is a limit to the 
number of securities available for the strategy to operate effectively. In those instances, we may choose to limit 
access to new or existing investors. 


Our clients include the boards of directors for our sponsored mutual funds, managed account program 
sponsors, private clients, and institutional clients. Our investment management agreements with these clients may 
be terminated upon short notice without penalty. As a result, there would be little impediment to these sponsors 
or clients terminating our agreements. Investment contracts are generally terminated for factors including 
sustained investment performance, regulatory or compliance issues. The directors of our sponsored funds may 
deem it to be in the best interests of a fund’s shareholders to make decisions adverse to us, such as reducing the 
compensation paid to us, requesting that we subsidize fund expenses over certain thresholds, or imposing 
restrictions on our management of the fund. Under the Investment Company Act, investment advisory 
agreements automatically terminate in the event of an assignment, which may occur if, among other events, the 
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Company undergoes a change in control, such as any person acquiring 25% voting rights of our common stock. 
If an assignment were to occur, we could continue to act as adviser to a fund only if that fund’s board of directors 
and its stockholders approved a new investment advisory agreement. In addition, investment advisory 
agreements for the separate accounts we manage may not be assigned without the consent of the client. If an 
assignment occurs, we cannot be certain that the Company will be able to obtain the necessary fund approvals or 
the necessary consents from our clients. The termination of any investment management contract relating to a 
material portion of assets under management would adversely affect our revenues and earnings. 


Any damage to our reputation could harm our business and lead to a loss of assets under management, 
revenues and income. 


Maintaining a strong reputation with the investment community is critical to our success. Our reputation is 
vulnerable to many threats that can be difficult or impossible to control, and costly or impossible to remediate 
even if they are without merit or satisfactorily addressed. Our reputation may be impacted by many factors, 
including but not limited to, poor performance, litigation and conflicts of interests. Any damage to our reputation 
could impede our ability to attract and retain clients and key personnel, and lead to a reduction in the amount of 
our assets under management, any of which could have a material adverse effect on our revenues and income. 


We may be required to, or elect to, support the stable net asset values of our money market funds, which 
could negatively affect our revenues or earnings. 


We manage $2.0 billion of money market assets representing 4.4% of our total assets under management. 
Although money market funds seek to preserve a stable net asset value, and our money market funds maintained 
this stable net asset value, there is no guarantee that this stable net asset value will be achieved in the future. 
Market conditions domestically and globally, which may include significant volatility and uncertainty, could lead 
to severe liquidity or security pricing issues, which could impact money market net asset values. If the net asset 
value of our money market funds were to fall below its stable net asset value, we would likely experience 
significant redemptions in money market assets under management, loss of shareholder confidence, and 
reputational harm, which could have a material adverse effect on our revenues or net income. 


If a money market fund’s stable net asset value comes under pressure, we may elect to provide credit, 
liquidity, or other support to the fund. We are not legally required to support any money market fund, and there 
can be no assurance that any support would be sufficient to avoid an adverse impact. A decision to provide 
support may arise from factors specific to our funds or from industry-wide factors. If we elect to provide support, 
we could incur losses from the support we provide and incur additional costs, including financing costs, in 
connection with the support. These losses and additional costs could be material, and could adversely affect our 
earnings. If we were to take such actions we may also restrict our corporate assets, limiting our flexibility to use 
these assets for other purposes, and may be required to raise additional capital. 


We manage client assets under agreements that have established investment guidelines or other contractual 
requirements and any failure to comply could result in claims, losses or regulatory sanctions. 


The agreements under which we manage assets often have established investment guidelines or other 
contractual requirements that we are required to comply with in providing our investment management services. 
Any allegation of a failure to comply with these guidelines or other requirement could result in client claims, 
reputational damage, withdrawal of assets, and potential regulatory sanctions, any of which could negatively 
impact our revenues and earnings. We maintain various compliance procedures and other controls to prevent, 
detect, and correct such errors. 
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Our business relies on the ability to attract and retain key employees, and the loss of such employees could 
negatively affect financial performance. 


The success of our business is dependent to a large extent on our ability to attract and retain key employees 
such as senior executives, portfolio managers, securities analysts and sales personnel. Competition in the job 
market for these professionals is generally intense and compensation levels in the industry are highly 
competitive. The market for investment managers is also characterized by the movement of investment managers 
among different firms. 


In order to attract and retain qualified employees, we offer competitive compensation. If we are unable to 
continue to attract and retain qualified employees, or if compensation costs required to attract and retain 
employees increase, our performance, including our competitive position, could be materially adversely affected. 
Additionally, we utilize equity awards as part of our compensation philosophy and as a means for recruiting and 
retaining highly skilled employees. Declines in our stock price could result in deterioration in the value of equity 
awards granted, thus lessening the effectiveness of retaining employees through stock-based awards. 


In certain circumstances, the departure of key employees could cause higher redemption rates for certain 
assets under management, or the loss of certain client accounts. Any inability to retain our key employees, attract 
qualified employees, or replace key employee positions in a timely manner, could lead to a reduction in the 
amount of our assets under management, which could have a material adverse effect on our revenues and income. 
In addition, there could be additional costs to replace, retain or attract new talent which would result in a 
decrease in our profitability. 


We face strong competition in our businesses, and if we are not able to compete effectively, it could impair 
our ability to retain existing customers, attract new customers and maintain our profitability. 


We face strong competition in our businesses from mutual fund companies, banks and investment 
management firms, many of which have advantages over us. Competition in the industry is based on a number of 
factors, including, but not limited, to investment performance, service, reputation, distribution capabilities, 
product offerings, and fees charged. Industry consolidation has resulted in larger competitors with greater 
financial resources, marketing and distribution capabilities, and brand identities that are stronger than ours. 
Larger firms also may be able to offer, due to economies of scale, less expensive products. In addition, new or 
alternative product offerings frequently emerge or may increase in popularity, which could create additional 
competition and could result in decreased demand for our historical product offerings. If we do not compete 
effectively in this environment, our profitability and financial condition would be materially adversely affected. 


We may not be able to maintain our current fee levels as a result of industry trends or competitive pressures, 
which could have an adverse effect on our profitability. 


Our profits are highly dependent on the fee levels for the products and services that our asset managers 
offer. In recent years, there has been a trend in certain segments of our markets toward lower fees. Competition 
could cause us to reduce the fees that we charge for products and services. In order to maintain appropriate fee 
levels in a competitive environment, we must be able to continue to provide clients with investment products and 
service that are viewed as appropriate in relation to the fees charged. If our clients, including our fund boards, 
were to view our fees as being high relative to the market or the returns provided by our investment products, we 
may choose to reduce our fee levels or we may experience significant redemptions in our assets under 
management, which could reduce our revenues and our net income. 


We are subject to an extensive and complex regulatory environment and adverse changes in regulations or 
failure to comply with regulation could materially affect our business. 


The investment management industry in which we operate is subject to extensive and frequently changing 
regulation. We are regulated by the SEC under the Exchange Act, the Investment Company Act and the 


13 


Investment Advisors Act. We are also regulated by FINRA, the Department of Labor under the Employee 
Retirement Income Security Act of 1974 (“ERISA”), as amended as well as state and other regulations. 


The regulatory environment in which we operate has seen significant and frequent changes. Although we 
spend extensive time and resources on compliance efforts designed to ensure compliance with these laws and 
regulations, our inability to timely and properly modify and update our compliance procedures in this changing 
and highly complex regulatory environment could result in litigation, regulatory actions, fines, penalties or 
suspensions of individual employees or limitations on particular business activities. 


We have significant deferred tax assets, and any limitations on our tax attributes could have an adverse 
impact on our financial condition, results of operations and liquidity. 


We are subject to federal and state income taxes in the United States. Tax authorities may disagree with 
certain positions we have taken and assess additional taxes. We regularly assess the appropriateness of our tax 
positions and reporting. However, there can be no assurance that we will accurately predict the outcomes of 
audits, and the actual outcomes of these audits could be unfavorable. In addition, our ability to use net operating 
loss carryforwards and other tax attributes available to us will be dependent on our ability to generate taxable 
income. 


A large portion of our deferred tax assets is related to the application of a particular Internal Revenue code 
section. The Company received a private letter ruling that relies on certain facts, assumptions and representations 
from management regarding the past conduct of the Company’s businesses and other matters. If any of these 
facts, assumptions or representations are determined to be incorrect, the Company may not be able to rely on the 
ruling and could be subject to significant tax liabilities in the event we utilize the related deferred tax assets. 


We distribute through intermediaries, and changes in key distribution relationships could reduce our 
revenues or increase our costs. 


Our primary source of distribution for our retail products is through intermediaries that include national, 
regional and independent broker-dealers, financial planners and registered investment advisors. Our success is 
highly dependent on access to these various distribution systems. There can be no assurance that we will be able 
to retain access to these channels at all or at similar pricing. Increasing competition for these distribution 
channels could cause our distribution costs to rise, which could have a material adverse effect on our revenue and 
net income. The inability to retain such access could have a material adverse effect on our business. 


In addition, these intermediaries generally offer their customers a significant array of investment products 
which are in addition to, and which compete with, our own investment products. The intermediaries or their 
customers may favor competing investment products over those we offer. To the extent that existing or future 
intermediaries prefer to do business with our competitors, the sales of our products as well as our market share, 
revenue and net income could decline. 


We and our third-party service providers, which includes securities pricing and transaction processing 
services, rely on numerous technology systems, and a temporary business interruption or security breach 
could negatively impact our operations, operating expenses and earnings. 


Our technology systems are critical to our operations and any failure or interruption of those systems or of 
our operations, whether resulting from technology or infrastructure breakdowns, defects or external causes such 
as fire, natural disaster or power disruptions, could result in financial loss, impact our reputation, and affect our 
ability to do business. Although we have in place disaster recovery plans, we may experience temporary 
interruptions if a natural disaster or prolonged power outages were to occur which could have a material negative 
impact on operations. 
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We and certain of our third-party vendors receive and store personal information as well as non-public 
business information. Although we and our third-party vendors take precautions, it may still be vulnerable to 
hacking or other unauthorized use. A breach of the systems or hardware could result in an unauthorized release of 
this type of data which may result in fines or penalties as well as other costly mitigation activities, and harm to 
our reputation. 


Our common stock has relatively limited trading volume, and ownership of a large percentage is 
concentrated with a small number of shareholders, which could increase the volatility in our stock trading 
and dramatically affect our share price. 


A large percentage of our common stock is held by a limited number of shareholders. If our larger 
shareholders decide to liquidate their positions, it could cause significant fluctuation in the share price of our 
common stock. Public companies with a relatively concentrated level of institutional shareholders, such as we 
have, often have difficulty generating trading volume in their stock. 


We have certain intangible assets, which could become impaired and have an adverse impact on our results 
of operations. 


At December 31, 2012, the Company had total assets of $332.7 million, which included $54.0 million of 
goodwill and other intangible assets. We cannot be certain that we will ever realize the value of such intangible 
assets. It could be necessary to recognize impairment of these assets should we experience significant decreases 
in assets under management, the termination of one or more material investment management contracts or 
material outflows if clients withdraw their assets following the departure of a key employee or for any other 
reasons. 


We may need to raise additional capital, refinance existing debt, and resources may not be available to us in 
sufficient amounts or on acceptable terms. 


Our ability to meet the future cash needs of the Company is dependent upon our ability to generate cash. 
Although the Company has been successful in generating sufficient cash in the past, it may not be successful in 
the future. We may need to raise additional capital to fund new business initiatives, or refinance existing debt, 
and financing may not be available to us in sufficient amounts, on acceptable terms, or at all. Our ability to 
access capital markets efficiently depends on a number of factors, including the state of credit and equity 
markets, interest rates and credit spreads. If we are unable to access sufficient capital on acceptable terms our 
business could be adversely impacted. 


We have corporate governance provisions that may make an acquisition of us more difficult. 


Certain provisions of our restated certificate of incorporation and restated bylaws could discourage, delay, 
or prevent a merger, acquisition, or other change in control that stockholders may consider favorable, including 
transactions in which stockholders might otherwise receive a premium for their shares. These provisions also 
could limit the price that investors might be willing to pay in the future for shares of our common stock, thereby 
depressing the market price of our common stock. Stockholders who wish to participate in these transactions may 
not have the opportunity to do so. In addition, the provisions of Section 203 of the Delaware General Corporation 
Law also restrict certain business combinations with interested stockholders. 


Our insurance policies may not cover all liabilities and losses to which we may be exposed. 


We carry insurance in amounts and under terms that we believe are appropriate. Our insurance may not 
cover all liabilities and losses to which we may be exposed. Certain insurance coverage may not be available or 
may be prohibitively expensive in future periods. As our insurance policies come up for renewal, we may need to 
assume higher deductibles or pay higher premiums, which could have a material adverse effect on our expenses 
and net income. 
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SPECIAL NOTE ABOUT FORWARD-LOOKING STATEMENTS 


This Annual Report on Form 10-K contains statements, including under the captions “Business,” “Risk 
Factors,” and ““Management’s Discussion and Analysis of Financial Condition and Results of Operations,” that 
are, or may be considered to be, forward-looking statements within the meaning of The Private Securities 
Litigation Reform Act of 1995, as amended, Section 27A of the Securities Act of 1933, as amended, and 
Section 21E of the Exchange Act. All statements that are not historical facts, including statements about our 
beliefs or expectations, are forward-looking statements. These statements may be identified by such forward- 
looking terminology as “expect,” “estimate,” “plan,” “intend,” “believe,” “anticipate,” “may,” “should,” “could,” 
“continue,” “project” or similar statements or variations of such terms and relate to, among other things: 


99 66 99 66 29 66 


e The expected impact of pending legal and regulatory matters. 


e Our future capital requirements, the anticipated uses of our cash and the sufficiency of our cash 
resources. 


Our forward-looking statements are based on a series of expectations, assumptions and projections about our 
Company, including assumptions and projections concerning our assets under management, operating cash flows, 
and future credit facilities, for all forward periods, are not guarantees of future results or performance, and 
involve substantial risks and uncertainty. All of our forward-looking statements contained in this Annual Report 
on Form 10-K are as of the date of this Annual Report on Form 10-K only. 


The Company can give no assurance that such expectations or forward-looking statements will prove to be 
correct. Actual results may differ materially. The Company does not undertake or plan to update or revise any 
such forward-looking statements to reflect actual results, changes in plans, assumptions, estimates or projections, 
or other circumstances occurring after the date of this Annual Report on Form 10-K, even if such results, changes 
or circumstances make it clear that any forward-looking information will not be realized. If there are any future 
public statements or disclosures by us which modify or impact any of the forward-looking statements contained 
in or accompanying this Annual Report on Form 10-K, such statements or disclosures will be deemed to modify 
or supersede such statements in this Annual Report on Form 10-K. 


Our business and our forward-looking statements involve substantial known and unknown risks and 
uncertainties, including those discussed under “Risk Factors,” and “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” in this Annual Report on Form 10-K. 


An occurrence of, or any material adverse change in, one or more of the risk factors or risks and 
uncertainties referred to in this Annual Report on Form 10-K or included in our other periodic reports filed with 
the SEC could materially and adversely affect our operations, financial results, cash flows, prospects, and 
liquidity. You are urged to carefully consider all such factors. 


Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


Our principal offices are located at 100 Pearl St., Hartford, CT 06103. In addition, we lease office space in 
Illinois, California, Massachusetts, and New York. We believe our office facilities are suitable and adequate for 
our business as it is presently conducted. Given the service nature of our business and the fact that we do not own 
real property, we do not anticipate that compliance with federal, state and local provisions regarding the 
discharge of materials into the environment, or otherwise relating to the protection of the environment, will have 
a material effect upon our capital expenditures, revenue or competitive position. 
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Item 3. Legal Proceedings. 


The Company is regularly involved in litigation and arbitration as well as examinations, inquiries, and 
investigations by various regulatory bodies, including the SEC, involving our compliance with, among other 
things, securities laws, client investment guidelines, laws governing the activities of broker-dealers and other 
laws and regulations affecting our products and other activities. Legal and regulatory matters of this nature may 
involve activities as an employer, issuer of securities, investor, investment advisor, broker-dealer or taxpayer. As 
of the date of this report, the Company believes that the outcomes of its legal or regulatory matters are not likely, 
either individually or in the aggregate, to have a material adverse effect on its consolidated financial condition. 
However, it is not feasible to predict the ultimate outcome of all legal claims or matters or in certain instances 
provide reasonable ranges of potential losses. In the event of unexpected subsequent developments and given the 
inherent unpredictability of these legal and regulatory matters, there can be no assurance that our assessment of 
any claim, dispute, regulatory examination or investigation or other legal matter will reflect the ultimate outcome 
and an adverse outcome in certain matters could, from time to time, have a material adverse effect on the 
Company’s results of operations or cash flows in particular quarterly or annual periods. 


Item 4. Mine Safety Disclosures 


Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 


The Company’s common stock is traded on the NASDAQ Global Market under the trading symbol 
“VRTS.” As of February 14, 2013, we had 7,831,584 shares of our common stock outstanding that were held by 
approximately 105,500 holders of record. The table below sets forth the quarterly high and low sales prices of 
our common stock on the NASDAQ Global Market for each quarter in the last two fiscal years. 


Year Ended Year Ended 
December 31, 2012 December 31, 2011 
Quarter Ended High Low High Low 
First Quarter .............0..00008 $ 87.00 $74.14 $62.30 $43.26 
Second Quarter ................0.. $ 87.46 $69.00 $61.60 $49.79 
Third Quarter ................0000. $ 93.74 $75.00 $80.95 $50.10 
Fourth Quarter .........0.....00008 $121.93 $86.02 $79.48 $50.36 


We have not declared a cash dividend on our common stock with respect to the periods presented. The 
payment of any dividends on our common stock and the amount thereof will be determined by the board of 
directors depending upon, among other factors, the Company’s earnings, operations, financial condition, capital 
requirements, and general business outlook at the time payment is considered. 


Issuer Purchases of Equity Securities 


In the fourth quarter of 2010, the Company implemented a share repurchase program allowing for the 
repurchase of up to 350,000 shares of the Company’s common stock. Under the terms of the program, the 
Company may repurchase its common stock from time to time in its discretion through open market repurchases 
and/or privately negotiated transactions, depending on price and prevailing market and business conditions. The 
program is intended to return capital to shareholders and to generally offset shares issued under equity-based 
plans. The program may be suspended or terminated at any time and the authorization for the program expires 
three years from inception. 


During the three months ended December 31, 2012, we repurchased 55,000 shares of our common stock for 
$5.9 million at an average price per share of $106.87 under the share repurchase program. For the year ended 
December 31, 2012, we repurchased 90,000 shares of our common stock for $8.9 million at an average price per 
share of $99.30 under the share repurchase program. From November 2010 through December 31, 2012, we 
repurchased a total of 245,000 shares of common stock for $17.7 million at an average price per share of $72.34 
under the share repurchase program. As of December 31, 2012, approximately 105,000 shares remained 
authorized for future repurchases under this program. During the three months ended December 31, 2012, we 
also withheld the issuance of 2,376 restricted stock units from employees through net share settlement by the 
Company for $0.3 million to cover tax withholdings from the vesting of these units for employees. For the year 
ended December 31, 2012, we withheld a total of 143,102 restricted stock units from issuance and paid $12.0 
million to cover employee tax withholding obligations from the vesting of these units. 
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Item 6. Selected Financial Data. 


The following table sets forth our selected consolidated financial and other data at the dates and for the 
periods indicated. The selected financial data should be read in conjunction with “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and the 
notes thereto appearing elsewhere in this Annual Report. 


($ in thousands, except per share data) 


Results of Operations (3) 
Revenues 
Goodwill and intangible asset impairments 
Expenses 
Operating income (loss) 
Income tax expense (benefit) (4) ................ 
Net income (loss) (4) ..... 0.0.0... cc eee 
Net income (loss) attributable to common 
stockholders (4) 
Earnings (loss) per share—basic (4) (5) 
Earnings (loss) per share—diluted (4) (5) ......... 


Balance Sheet Data (3) 
Cash and cash equivalents ....................-, 
Intangible assets, net 
Goodwill 
Total assets 
Accrued compensation and benefits 
Long-term debt 
Total habiles:... 054 ceded beep eeeedhdes 
Convertible preferred stock (7) 
Total equity 
Net assets of consolidated sponsored investment 
products (6) 
Working capital (8) 


($ in millions) 


Assets Under Management (3) 
Total assets under management ................. 


Years Ended December 31, 
2012 (1) 2011 (1) 2010 (1) 2009 (2) 2008 (2) 
$280,086 $ 204,652 $144,556 $117,152 $ 178,274 
— — — — 559,264 
219,641 190,749 135,285 = 123,775 760,080 
60,445 13,903 9,271 (6,623) (581,806) 
27,030 (132,428) 313 121 (61,508) 
37,773 145,420 9,642 (6,484) (529,088) 
37,608 111,678 5,209 =(10,244) (529,558) 
4.87 17.98 0.87 (1.76) (91.75) 
4.66 16.34 0.81 (1.76) (91.75) 
As of December 31, 
2012(1) 2011(1) 2010(2) 2009(2) 2008(2) 
$ 63,432 $ 45,267 $ 43,948 $ 28,620 $ 51,056 
48,711 52,096 52,977 54,844 60,985 
5,260 4,795 4,795 4,795 4,795 
332,749 286,379 148,911 134,023 159,009 
41,252 31,171 19,245 14,707 22,867 
15,000 15,000 15,000 15,000 20,000 
85,115 68,007 64,720 58,393 77,377 
— 35,217 35,921 45,900 45,000 
244,471 183,155 48,270 29,730 36,632 
40,397 — — — — 
102,415 45,938 44,206 32,120 33,175 
As of December 31, 
2012 2011 2010 2009 2008(9) 


$ 45,537 $ 34,588 $ 29,473 $ 25,440 $ 36,587 


(1) Derived from audited consolidated financial statements included elsewhere in this Annual Report. 

(2) Derived from audited consolidated financial statements not included in this Annual Report. 

(3) Historical financial results included in the table above for the year ended December 31, 2008 reflect the 
inclusion of a previously owned subsidiary that remained with PNX at the time of the spin-off in the 


Company’s consolidated results. 
(4) 


certain deferred tax assets. 


(5) 


2011 includes a tax benefit of $132.4 million primarily related to the release of a valuation allowance on 


Following the spin-off from PNX, the Company had 5,772,076 common shares outstanding. This amount is 


being used to calculate the basic and diluted loss per share for the period prior to the spin-off because there 
were no shares of Virtus common stock publicly traded prior to December 31, 2008, and no Virtus stock 
options to purchase shares nor restricted stock units were outstanding prior to the spin-off. 
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(6) 


(7) 


(8) 
(9) 


The Company consolidates sponsored mutual funds in which it has a majority voting interest. Net assets of 
consolidated sponsored investment products are comprised of $43.9 million of total assets and $0.3 million 
of total liabilities and $3.2 million of redeemable noncontrolling interests. 

On October 27, 2011, the Company entered into an agreement with the Series B preferred shareholder to 
convert 35,217 shares of Series B into 1,349,300 shares of common stock, at the original conversion rate. 
The Series B was converted to shares of Virtus common stock on January 6, 2012. As a result of the 
conversion, all of the preferred shares have been retired. 

Working capital is defined as current assets less current liabilities. 

Assets under management for the year ended December 31, 2008 included $13,951 million related to a 
previously owned subsidiary, which was part of the Company prior to the spin-off. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Overview 
Our Business 


We are a provider of investment management products and services to individuals and institutions. We 
operate a multi-manager investment management business, comprised of affiliated managers and unaffiliated 
subadvisers, each having its own distinct investment style, autonomous investment process and brand. We 
believe our clients value this approach and appreciate individual managers with distinctive cultures and styles. 


Investors have an array of needs driven by factors such as market conditions, risk tolerance and investment 
goals. A key element of our business is offering a variety of investment styles and multiple disciplines to meet 
those needs. To that end, for our mutual funds, we provide investment capabilities from our affiliated managers 
and select unaffiliated subadvisers. 


We provide our products in a number of forms and through multiple distribution channels. Our retail 
products include open-end mutual funds, closed-end funds, variable insurance funds and separately managed 
accounts. Our fund family of open-end funds is distributed primarily through intermediaries. Our closed-end 
funds trade on the New York Stock Exchange. Our variable insurance funds are available as investment options 
in variable annuities and life insurance products distributed by third-party life insurance companies. Retail 
separately managed accounts are comprised of intermediary programs, sponsored and distributed by unaffiliated 
brokerage firms, and private client accounts, which are offerings to the high net-worth clients of our affiliated 
managers. We also manage institutional accounts for corporations, multi-employer retirement funds, public 
employee retirement systems, foundations and endowments and special purpose funds. Our earnings are 
primarily driven by asset-based fees charged on these various products. These fees are based on a percentage of 
assets under management (“AUM”) and are calculated using daily or weekly average assets or assets at the end 
of the preceding quarter. In addition to investment management, our services include fund administration, sales, 
distribution, shareholder services, and transfer agency services. 


Market Developments 


In 2012, the financial markets produced positive returns. Global equity markets were up for 2012 as 
evidenced by the MSCI World Index ending the year at 1,339 as compared to 1,183 from the start of the year. 
The major U.S. equity indexes were also up for 2012 as the Dow Jones Industrial Average ended the year at 
13,104, from 12,218 at the beginning of the year, and the Standard & Poor’s 500 Index ended the year at 1,426, 
from 1,257 at the beginning of the year. 


Increases and decreases in our assets under management are driven in part by the performance of the 
financial markets. The financial markets have experienced a period of significant volatility over the past five 
years, which impacted asset flows and the value of our assets under management. The capital and financial 
markets could experience further fluctuation and volatility, which could impact relative investment returns and 
asset flows among investment products as well as investor choices and preferences among investment products, 
including equity, fixed income and alternative products. Uncertainties remain about the long-term nature of the 
economic recovery. The inconsistent nature of the recovery, and the possibility that further economic gains could 
be disrupted by local or global events such as adverse changes in interest rates, significant shifts in commodity 
supplies or prices, political unrest, or even government initiatives, could adversely impact interest in our 
investment products and services and, consequently, revenue and earnings. 


Financial Highlights 


e Long-term open-end mutual fund sales were $12.3 billion in 2012, an increase of 30.2% from $9.5 
billion in 2011. Long-term open-end mutual fund sales remained relatively balanced among asset 
strategies, and in 2012 26.6% of sales were in domestic equity funds; 32.3% in fixed income strategies; 
and 41.1% in international equity funds. 


Al 


¢ Net flows of $6.7 billion for 2012, primarily from long-term open-end mutual fund sales combined 
with market appreciation of $3.8 billion and the acquisition of a new affiliated manager contributed to 
an increase of $10.9 billion or 31.7% in assets under management to $45.5 billion at December 31, 
2012 from $34.6 billion at December 31, 2011. For the year ended December 31, 2012 redemption 
rates have remained consistent with redemption rates for the year ended December 31, 2011. 


¢ Total revenue was $280.1 million in 2012, an increase of 36.9% from $204.7 million in 2011. 
Investment management fees increased 39.1% in 2012 to $187.9 million from $135.1 million in 2011. 
Total revenue increased in 2012 compared to prior year as a result of increased mutual fund revenue 
related to higher average assets under management and an increase in average fees earned. 


e¢ In 2012, we launched the Virtus Global Multi-Sector Income Fund Inc. (NYSE:VGD), a new closed-end 
fund managed by Newfleet Asset Management LLC, an affiliated manager. The fund added $205.4 
million in assets under management. 


e During the fourth quarter of 2012, we completed the acquisition of the business and assets of Rampart 
Investment Management Company, Inc. (“Rampart”). Rampart is a registered investment advisor that 
specializes in customized options strategies for institutional and high-net-worth clients by providing a 
systematic and disciplined options solution to help its clients generate incremental yield, reduce 
downside risk and mitigate market volatility. This acquisition added $1.3 billion in assets under 
management. 


Assets Under Management 


Assets under management increased 31.7% to $45.5 billion at December 31, 2012 from $34.6 billion at 
December 31, 2011. The increase in assets under management was driven primarily by positive net flows of $6.7 
billion, market appreciation of $3.8 billion and the acquisition of Rampart, offset by a decrease in cash 
management assets of $0.4 million. Positive net flows of $6.7 billion in 2012 were primarily due to strong sales 
of long-term open-end mutual funds and the launch of the VGI closed-end fund. The best selling long-term open- 
end mutual fund, Virtus Emerging Markets Opportunities Fund, represented 36.0% of long-term open-end 
mutual fund sales for 2012, compared to 2011 when our best selling long-term open-end mutual fund, Virtus 
Multi-Sector Short Term Bond Fund, represented 29.0% of long-term open-end mutual fund sales. 


During 2012, the Company’s equity assets increased to 59.1% of total assets under management compared 
with 54.9% in 2011. Fixed income assets represented 36.4% of total assets under management at December 31, 
2012, compared with 38.1% at the end of 2011, and cash management assets declined to 4.5% of total assets 
under management at the end of 2012 from 7.0% at December 31, 2011. 


Operating Results 


In 2012, total revenue increased 36.9% to $280.1 million from $204.7 million in 2011. Revenues increased 
in 2012 as compared with 2011 primarily as a result of an increase in average assets and an increase in average 
management fee rates. Average assets under management, which corresponds to the Company’s fee-earning asset 
levels, was $39.6 billion for the year ended December 31, 2012, an increase of 20.1% from $33.0 billion for the 
year ended December 31, 2011. Operating income increased by 334.8% from $13.9 million in 2011 to $60.4 
million in 2012, primarily due to increased revenues driven by higher levels of average assets under 
management. 
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Assets Under Management by Product 


The following table presents our assets under management by product for the periods indicated: 


As of December 31, Change 
2012 vs. 2011 vs. 
2012 2011 2010 2011 % 2010 % 
($ in millions) 
Retail Assets 
Mutual fund assets 
Long-term open-end 
MWNdS:. ceS vee ees GAS: aes $25,827.1 $16,896.6 $11,801.3 $ 8,930.5 52.9% $5,095.3 43.2% 
Closed-end funds ......... 6,231.6 5,675.6 4,321.1 556.0 9.8% 1,354.5 31.3% 
Money market open-end 
1.01010 (: eer aa a 1,994.1 2,294.8 2,915.5 (300.7) (13.1)% (620.7) (21.3)% 
Total mutual fund assets ........ 34,052.8  24,867.0 19,037.9 9,185.8 36.9% 5,829.1 30.6% 
Variable insurance funds ....... 1,295.7 1,308.6 1,538.5 (12.9) (1.0)% (229.9) (14.9)% 
Separately managed accounts 
Intermediary sponsored 
programs .............. 3,714.9 1,991.6 1,893.5 1,723.3, 86.5% 98.1 5.2% 
Private client accounts ..... 2,114.1 1,942.2 1,939.5 171.9 8.9% 2.7 0.1% 
Total managed account assets ... 5,829.0 3,933.8 3,833.0 1,895.2 48.2% 100.8 2.6% 
Total retail assets ............ 41,177.5 30,109.4 24,409.4 11,068.1 36.8% 5,700.0 23.4% 
Institutional accounts ...... 3,676.1 3,453.4 4,087.7 222.7 6.4% (634.3) (15.5)% 
Structured finance 
products .............. 683.4 1,024.8 976.2 (341.4) (33.3)% 48.6 5.0% 
Total institutional assets ...... 4,359.5 4,478.2 5,063.9 (118.7) (2.7)% (585.7) (11.6)% 
Total AUM ................. $45,537.0 $34,587.6 $29,473.3 $10,949.4 31.7% $5,114.3 17.4% 
Average AUM .............. $39,631.5 $32,995.6 $26,456.6 $ 6,635.9 20.1% $6,539.0 24.7% 
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Asset Flows by Product 


The following table summarizes our asset flows by product for the periods indicated: 


($ in millions) Years Ended December 31, 
2012 2011 2010 
Retail Products 


Mutual Funds—Long-term Open-end 
Beginning balance: oss scce nia iets Seee te ntiee be ae aman ad rere acog Ee oe REE Rant $16,896.6 $11,801.2 $ 8,902.2 
TBHOWES: dct crear yee tarde aa ace we AROS AU Re RAR age Wace ae Raed enh Ra 12,340.9 9,478.4 4,530.0 
OT OWS cn. -ssc sean hc census Reaite te ay phaad at Beak ty dy busacaeh peace te decane a Musee eae Aeneas Glare (5,921.7) (4,424.0) (2,868.6) 
INNS E TUG YS ah Ges Sd scvnsicn sauces eda ip-n fetta as ce aisha ern dt aiip br msde tre nanan slcgaPRecansdee ogc 6,419.2 5,054.4 1,661.4 
Market appreciation s<nsacees wiracey Annan ah ai aia aaa kao Raed aka eas DES 4 2,542.0 181.1 1,347.5 
OM] CD) 5.5.4. c. ay heden vob tte dle decclg te hats) bate Seay Gerdes ob heh Ble dod pAb whine eth Condes delh Bah Nod ale tactile (30.7) (140.1) (109.9) 
Ending balance: i-:..3:5 260556 68a ode ook eee OOe EA RAE L Reed BEA ORES TES O $25,827.1 $16,896.6 $11,801.2 
Mutual Funds—Closed-end 
Jeera Ne 10':4) 0721 C11(c ee ee ee ee ere ee eee $ 5,675.6 $ 4,321.2 $ 4,256.9 
TNBlOWS:. ssnt%s.s Ato debe eMac sintesce talons vauniacabalanacea anes dodanie a nme anesthe de 444.2 817.1 — 
OBL OWS 6.4 ocd yah dpc ble eect eel coho beh te Seca hea de obe dh be Bele ocd pM oben aly Ceres abelb 8 ah Node ale Coctunntceile se oe — a 
NGtHOWS. ciwcaeiia oaths tetas owetad KaNeSe Hee REE eM aed ea NeA hated ae araaes 444.2 817.1 - 
MIA EE AD PTO CIAL OIMs:ettiss pers a eid cui a satarstd negs sui STH sens Ick pons Ca asiabretd cae. ania ate raya te es 362.7 514.5 375.8 
QUE CT) acia css se autcaisn htenrztuns bud csne ote Sebi sees aLsB Cans Bagad epee rig cha ay BegooRee eaw Bde enue Raid Resaiio RGR GpCATS (250.9) 22.8 (311.5) 
Femina aM CO 255s footw, o suteieteen ecw acteseieueern opts aio ausnctn ina utente ealegel aaeianevg nn merece $ 6,231.6 $ 5,675.6 $ 4,321.2 
Mutual Funds—Money Market 
Be sinning halance: oss sccema rere Retaked earns SORT ee Marae we Sais GEE. Ose e aes $ 2,294.8 $ 2,915.5 $ 3,930.6 
Other (1) 00... cee cece cece cece cece cece ee cebeetetetereuteteettrreebeeeerenes (300.7) (620.7) (1,015.1) 
nding balance... ci. parie sa tamecstene sho ace ean a ect out ae ad we eee adler $ 1,994.1 $ 2,294.8 $ 2,915.5 
Variable Insurance Funds (2) 
Beginning balance: sscescogotastahiuen iterated col aieeSe hee ssa suweaae toate $ 1,308.6 $ 15385 $ — 
FI OWS* a scecicod a eed ahd tvevap rem Reajoah w aideelany wubreeciians ah doavany Bibrdeee apd arecane d ede Dib araland Ae rae 48.0 25.8 47 
UAT WV acs Bsa neai scans Sah amet nto hoa ig fhe tpn “eagles aLreRDa sanded Malia ia dais stonacns My sea (238.2) (267.8) (76.0) 
INGETIO WS! Scie ck widening Ss Graias x Muda ie a RneteGusah mnend ose m Auda pi RRO RRA teeta Ma Rave pee (190.2) (242.0) (713) 
Market appreciations  isisiccaya audiciein a aueine yw elerels Sedge bw alam pal sera ge Slee eta. pm wees em 177.3 11.1 65.9 
Ohen(D iin antese over Lag sated’ Joheua asus Shy een dasa dake enka & bo dates —_— 1.0 1,543.9 
Ending balance ii: 0056 6:6. 44 asda goed dees Ghee de edwde GoeNeS dea G edad eededad $ 1,295.7 $ 1,308.6 $ 1,538.5 
Separately Managed Accounts 
Beginning balance: wis. stead hha Me aoc ned MSTA ule Deda meme nae ee aoe Aad aie $ 3,933.8 $ 3,833.0 $ 3,551.8 
TROWS cine eee alee om Bera ee Saath oe A Leela Sea ate be Sie Aaaa aes Se wee a Bea em eee wey 1,178.4 733.5 539.0 
OUOWS iiss. hsp owe DORA A Ae taeda ene Age owe id Bw ae ah ae GAN ate ORE 8 ls ek (980.7) (779.5) (672.5) 
INGE TO WS 2.04 eatestean git aad aee Ss Ae ey Oe teehee ands oy Oe aleS Aeneas Sieme eeeeane 197.7 (46.0) (133.5) 
Mark étapprectaliOn ices wsiensiiass 3 asd a Wis d ohd eye hohtedia Sola dae annie hp veys Sun gd Ose we hws Sota wea ok 526.8 197.0 437.5 
QUE CL) soci nssactcersestet are asiala saa vipdhettievn mavapnceonuaid ierausinaudca concnuateataiyn aubeageomepid ane eypaeacdia aiken 1,170.7 (50.2) (22.8) 
ME MVGLa TN Dy AN ATA COs ogo eases sa vcenoe co cc ceic ae metrics muse Masa euesuaoutea ie esccai samme deqimin mnereieua $ 5,829.0 $ 3,933.8 $ 3,833.0 
Institutional Products (2) 
Beginnings balance: +3. oes edt ore ee ous Oss he RUA Ose e Meee eae Oeeee $ 4,478.2 $ 5,063.9 $ 4,798.2 
FIP OWS secs cess ashes does sce iain Bed a Rt DATES HH Es, ROE Ea a Fo gee Ra a eee wae 435.9 169.0 745.4 
OURO WS: 5 iis sect acti era ansiaa sae wnadhietie avn macaeaceensalid deraypinaudua concniaistsiyn Naubeageomepid dee ayaa akin anheas (576.1) (544.3) (690.1) 
INGE FLOWS: adhe ieee cn es ee esac aR Nits ons ce eae dee ates A nce (140.2) (375.3) 55.3 
Market apprectatiny sixes aa. asnace bon mine. b ico Buded oy imide in yea ies brn wel Bada Busod hb une yan ued 233.4 240.3 483.4 
OE CT) a acerceccn gece sd a seh otra saice aseptic b fadenatcassacy Ap lnihtosddonpghods een donate eBas daibe decade Oat vad bea sey Geaphavone (211.9) (450.7) (273.0) 
Ending balance: &:... 063464 ceases aude eee au we aM ea GERe ee MGA O RE ae dee ee $ 4,359.5 $ 4,478.2 $ 5,063.9 
Total 
Be pinning Wal ance 0/03 asa. ca edcetnvy leech ri hodayavan a eodcasrh co iba nie aleosao rin bode anna io ania ce Madea toa $34,587.6 $29,473.3 $25,439.7 
TUE WSS spec sas scapes ash sth aeons aus erate ded ce Pps eset eine fen espera opted sallore detec ape Faceualea pres 14,447.4 11,223.8 5,819.1 
OED OWS 5.5 sec sos a cacd Goctiotestice esniheacn 9 Bteacasany Aplaihcdead deneitos hex coated feoaNConde DMN ted feed soars Avaplowen’ & (7,716.7) (6,015.6) (4,307.2) 
Wet TOWS: 4k. 026 6.RK RSAKE ERE LAH ERLE EEDRUEEE REDE EOS EAEEDEEKEW REE RERE EROS ERS 6,730.7 5,208.2 1,511.9 
Market Appreciation s5A3.c0c0 sarcae hie ne. Seam ausceone oars Soe ose Sareea omeeeme Suraeas 3,842.2 1,144.0 2,710.1 
OMe 1) sa naires ces ttn eynepared nes stant. ton gneabuhs cin edad taussiauts ton gnadauns nein ewepaedbosah 376.5 (1,237.9) (188.4) 
NG ing balan es 263 iss shia 0.5.2 Sosa scapesa serene ag wisce vans,» osnamian poboeunis ta arava wincomebueen ian Modem ne $45,537.0 $34,587.6 $29,473.3 


(1) Comprised of mutual fund distributions, net flows of cash management strategies, market appreciation 
(depreciation) on structured products, and net flows from non-sales related activities such as asset 
acquisitions/ (dispositions) and the impact of leverage on assets under management. 

(2) Institutional Products consists of Institutional Accounts and Structured Products. Prior period presentations 
included separate rollforwards for Institutional Accounts and Structured Products. 


The following table summarizes our assets under management by asset class: 


As of December 31, Change 
2012 vs. 2011 vs. 
2012 2011 2010 2011 % 2010 % 
($ in millions) 
Asset Class 
Equity Cl). 3cs0sd sade cad ior's $26,925.5 $18,978.5 $14,403.4 $ 7,947.0 41.9% $4,575.1 31.8% 
Fixed income .............. 16,581.7. 13,187.9 = 11,752.5 3,393.8 25.7% 1,435.4 12.2% 
Cash management........... 2,029.8 2,421.2 3,317.4 (391.4) (16.2)% (896.2) (27.0)% 
LS ene ener een $45,537.0 $34,587.6 $29,473.3 $10,949.4 31.7%$5,114.3 17.4% 


(1) Includes assets under management related to options strategies. 


Year ended December 31, 2012 compared to year ended December 31, 2011. At December 31, 2012, we 
managed $45.5 billion in total assets representing an increase of $10.9 billion or 31.7% from the $34.6 billion 
managed at December 31, 2011. The increase in assets under management for the year ended December 31, 2012 
was due primarily to overall positive net flows of $6.7 billion, market appreciation of $3.8 billion and the 
acquisition of Rampart which added $1.3 billion. The positive net flows were primarily the result of strong sales 
of long-term open-end mutual funds and the launch of the Virtus Global Multi-Sector Income Fund (“VGT’) 
closed-end fund. Cash management assets declined for the year ended December 31, 2012 due to redemptions of 
cash management institutional mandates. 


Year ended December 31, 2011 compared to year ended December 31, 2010. At December 31, 2011, we 
managed $34.6 billion in total assets representing an increase of $5.1 billion or 17.4% from the $29.5 billion 
managed at December 31, 2010. The increase in assets under management for the year ended December 31, 2011 
was due primarily to overall positive net flows of $5.2 billion. The positive net flows were primarily the result of 
strong sales of long-term open-end mutual funds and the launch of the Duff & Phelps Global Utility Income 
Fund (“DPG”’) closed-end fund. Market appreciation and redemptions for assets under management for the year 
ended December 31, 2011 were consistent with the uncertainty of the security markets during the same period. 
Cash management assets declined for the year ended December 31, 2011 due to redemptions of cash 
management institutional mandates and as investors continued to shift assets out of these products due to 
historically low interest rates. 
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Average Assets Under Management and Average Basis Points 


The following table summarizes average assets under management and average management fee basis 
points: 


As of December 31, 
Average Fees Earned Average Assets Under Management 
(expressed in BPs) ($ in millions) 

2012 2011 2010 2012 2011 2010 
Products 
Mutual Funds—Long-term Open-End (1) ........... 51 46 40 $21,446.5 $14,799.0 $10,187.0 
Mutual Funds—Closed-End...................... 59 54 53 6,014.9 4,851.7 4,195.3 
Mutual Funds—Money Market (1) ...............-. 4 4 5 1,845.7 2,516.1 2,990.1 
Variable Insurance Funds (1) ..................04- 48 42 45 1,319.8 1,447.0 237.7 
Separately Managed Accounts ..................4. 31 49 48 4,586.0 3,905.3 3,568.0 
Institutional Products .......... 0.0... .c cc eee eee 31 27 30 4,418.6 5,476.5 5,278.5 

All Products ......... 00.0.0... cece eee ene 47 41 37 = $39,631.5 $32,995.6 $26,456.6 


(1) Average fees earned are net of non-affiliated sub-advisory fees. 


The average assets under management and average fee rates presented in the table are intended to provide 
information in the analysis of our asset-based revenue. Money market, long-term open-end mutual fund and 
variable insurance fund fees are calculated based on average daily net assets. Closed-end fund fees are calculated 
based on either average weekly or daily net assets. Average fees earned will vary based on several factors, 
including the asset mix and reimbursements to funds. Separately managed account fees are generally calculated 
based on the end of the preceding quarter’s asset values. Institutional product fees are calculated based on an 
average of month-end balances. Structured finance product fees, which are included in institutional products, are 
calculated based on a combination of the underlying cash flows and the principal value of the product. 


The average fee rate earned for 2012 increased as compared to the prior year as equity products, which 
generally have higher fees, represented a higher percentage of our assets under management due to strong sales, 
positive flows and market appreciation as well as due to the internalization of the Newfleet Multi-Sector portfolio 
management team in the second quarter of 2011, which eliminated a prior sub-advisory fee. The average fee rate 
earned on closed-end mutual funds increased for 2012 as compared to the same period in 2011 due to the 
addition of DPG during the third quarter of 2011 and VGI during the first quarter of 2012. The average fee rate 
earned on variable insurance funds increased in 2012 as compared to the same period in 2011 due to a decrease 
in fund reimbursements over the same periods. The average fee rate earned on institutional products increased in 
2012 as compared to 2011 due to the redemption of cash management institutional mandates on which we earn 
lower fee rates. 
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Results of Operations 


Summary Financial Data 


Years Ended December 31, Change 
2012 2011 2010 2012 vs. 2011 % 2011 vs. 2010 % 

($ in thousands) 
Results of Operations 
Investment management 

SES. 248. 5 ste sues sane tlieand aeons $187,875 $135,063 $ 97,996 $ 52,812 39.1%  $ 37,067 37.8% 
Other revenue .............. 92,211 69,589 46,560 22,622 32.5% ___ 23,029 49.5% 
Total revenues ............ 280,086 204,652 144,556 75,434 36.9% 60,096 41.6% 
Operating expenses ......... 215,520 186,731 130,363 28,789 15.4% 56,368 43.2% 
Amortization expense ....... 4,121 4,018 4,922 103 2.6% (904) (18.4)% 
Total expenses ............. 219,641 190,749 = 135,285 28,892 15.1% 55,464 41.0% 
Operating income .......... 60,445 13,903 9,271 46,542 334.8% 4,632 50.0% 
Other income (expense), net .. 3,925 (450) 1,208 4,375 (972.2)% (1,658) (137.3)% 
Interest income (expense), 

NET s..05 Yadivwdsaaaeeae 4 433 (461) (324) 894 = (193.9) % (137) 42.3% 
Income before income 

TAKES 5 sosseicchadeete das. aeaietods 64,803 12,992 10,155 51,811 398.8% 2,837 27.9% 
Income tax expense 

(benefit) ...............0. 27,030 (132,428) 513 159,458 = (120.4)% (132,941) (25914.4)% 
Net income ............... 37,773 145,420 9,642 (107,647)  (74.0)% 135,778 1408.2 % 
Noncontrolling interests ...... (101) — — (101) N/A — —% 
Preferred stockholder 

dividends ............... no (9,482) (3,289) 9,482  (100.0)% (6,193) 188.3% 
Allocation of earnings to 

preferred stockholders ..... (64) (24,260) (1,144) 24,196 (99.7)% (23,116) 2020.6% 
Net income attributable to 

common stockholders .... $ 37,608 $111,678 $ 5,209 $ (74,070)  (66.3)%  $ 106,469 2043.9 % 

Revenues 


Revenues by source for the years ended December 31, 2012, 2011 and 2010 were as follows: 


Years Ended December 31, Change 

($ in thousands) 2012 2011 2010 2012 vs. 2011 % 2011 vs. 2010 % 
Investment management fees 
Mutual funds ................00. $144,688 $ 95,176 $ 64,221 $49,512 52.0% $30,955 48.2% 
Separately managed accounts ...... 23,245 19,166 17,057 4,079 21.3% 2,109 12.4% 
Institutional accounts ............. 13,554 14,596 14,880 (1,042) (7.1)% (284) (1.9)% 
Variable products ............... 6,388 6,125 1,838 263 4.3% 4,287 233.2% 
Total investment management 

BOOS goss cg donc tous} gcse ances tes 187,875 135,063 97,996 52,812 39.1% 37,067 37.8% 
Distribution and service fees ..... 56,866 43,792 29,572 13,074 29.9% 14,220 48.1% 
Administration and transfer agent 

TOO spccreneate hee re eee ae che ee 33,779 23,878 15,324 9,901 41.5% 8,554 55.8% 
Other income and fees ........... 1,566 1,919 1,664 (353) (18.4) % 255 15.3% 
Total revenues ................. $280,086 $204,652 $144,556 $75,434 36.9% $60,096 41.6% 
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Investment Management Fees 


Year ended December 31, 2012 compared to year ended December 31, 2011. Investment management fees 
are earned based on a percentage of assets under management, and are paid pursuant to the terms of the 
respective investment management contracts, which generally require monthly or quarterly payment. Investment 
management fees increased by $52.8 million or 39.1% for the year ended December 31, 2012 due to a 20.1% 
increase in average assets under management and an increase of approximately 6.5 basis points in average fee 
rate earned. The increase in average assets under management for the year ended December 31, 2012 was due 
primarily to overall positive net flows of $6.7 billion resulting from higher sales of long-term open-end mutual 
funds in 2012 and market appreciation of $3.8 billion. Revenues increased at a higher rate than assets under 
management due to the increase in the average fee rate earned and the mix of assets. Cash management assets 
represented 4.5% of total assets under management at December 31, 2012 compared to 7.0% at December 31, 
2011. 


Year ended December 31, 2011 compared to year ended December 31, 2010. Investment management fees 
increased by $37.1 million or 37.8% for the year ended December 31, 2011 due to a 24.7% increase in average 
assets under management and an increase of approximately 4.0 basis points in average fee rate earned. The 
increase in average assets under management for the year ended December 31, 2011 was due primarily to overall 
positive net flows of $5.2 billion resulting from higher sales of long-term open-end mutual funds in 2011 and the 
launch of the Duff & Phelps Global Utility Income closed-end fund. Revenues increased at a higher rate than 
assets under management due to the increase in the average fee rate earned and the mix of assets. Cash 
management assets represented 7.0% of total assets under management at December 31, 2011 compared to 
11.2% at December 31, 2010. The increase in investment management fees were partially offset by higher fund 
expense reimbursements primarily related to our variable insurance funds. 


Distribution and Service Fees 


Year ended December 31, 2012 compared to year ended December 31, 2011. Distribution and service fees, 
which are asset-based fees earned from long-term open-end mutual funds and variable insurance funds, for 
distribution services we perform on their behalf, increased by $13.1 million or 29.9% for the year ended 
December 31, 2012 as compared to the prior year due to higher assets under management. The increase in fees 
also resulted in a corresponding increase in distribution and administrative expenses, primarily driven by 
increased payments to our third-party distribution partners for providing services to investors in our sponsored 
funds, including marketing support services. 


Year ended December 31, 2011 compared to year ended December 31, 2010. Distribution and service fees 
increased by $14.2 million or 48.1% for the year ended December 31, 2011 as compared to the prior year due to 
higher assets under management. The increase in fees also resulted in a corresponding increase in distribution 
and administrative expenses primarily driven by increased payments to our third-party distribution partners for 
providing services to investors in our sponsored funds, including marketing support services. 


Administration and Transfer Agent Fees 


Year ended December 31, 2012 compared to year ended December 31, 2011, Administration and transfer 
agent fees represent fees earned for fund administration and transfer agent services from our long-term open-end 
mutual funds, variable insurance funds and certain of our closed-end funds. Fund administration and transfer 
agent fees increased $9.9 million for the year ended December 31, 2012 as compared to the prior year due to 
higher average assets under management as compared to 2011. 


Year ended December 31, 2011 compared to year ended December 31, 2010 Fund administration and 
transfer agent fees increased $8.6 million for the year ended December 31, 2011 as compared to the prior year 


due to higher average assets under management in 2011 as compared to 2010. 
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Other Income and Fees 


Year ended December 31, 2012 compared to year ended December 31, 2011. Other income and fees 
primarily represent contingent sales charges earned from investor redemptions levied on certain shares sold 
without a front-end sales charge and fees earned for the distribution of unaffiliated products. Other income and 
fees decreased $0.4 million primarily due to a decrease in fees earned for the distribution of unaffiliated products. 


Year ended December 31, 2011 compared to year ended December 31, 2010. Other income and fees 
increased $0.3 million primarily due to an increase in fees earned for the distribution of unaffiliated products. 


Operating Expenses 


Operating expenses by category were as follows: 


Years Ended December 31, Change 
2012 vs. 2011 vs. 
2012 2011 2010 2011 % 2010 % 

($ in thousands) 
Operating expenses 

Employment expenses ........... $105,571 $ 92,543 $ 65,234 $13,028 14.1% $27,309 41.9% 

Distribution and administrative 

EXPENSES i nce kes eae Ghee eed 72,210 60,176 33,205 12,034 20.0% 26,971 81.2% 

Other operating expenses......... 36,142 32,004 30,289 4,138 12.9% 1,715 5.7% 

Restructuring and severance ...... 1,597 2,008 1,635 (411) (20.5)% 373 22.8% 

Amortization expense ........... 4,121 4,018 4,922 103 2.6% (904) (18.4)% 
Total operating expenses ............ $219,641 $190,749 $135,285 $28,892 15.1% $55,464 41.0% 
Employment Expenses 


Year ended December 31, 2012 compared to year ended December 31, 2011. Employment expenses 
primarily consist of fixed and variable compensation and related employee benefit costs. Employment expenses 
of $105.6 million increased $13.0 million or 14.1% as compared to the year ended December 31, 2011 primarily 
due to increases in variable compensation as well as $2.8 million in additional employment expenses for the year 
ended December 31, 2012, related to the addition of the Newfleet Multi-Sector team during the second quarter of 
2011. Additionally, payroll-related tax expense increased by $1.0 million compared to the same period in the 
prior year due to higher annual incentive compensation payments and equity awards vesting. 


Year ended December 31, 2011 compared to year ended December 31, 2010. Employment expenses of 
$92.5 million increased $27.3 million or 41.9% as compared to the year ended December 31, 2010 primarily due 
to increases in variable compensation, both sales and profit-based, including $1.2 million of DPG sales costs 
related to the launch of the new closed-end fund and $8.2 million of additional employment expenses in 2011 
related to the addition of the Newfleet Multi-Sector team. The increases in variable compensation are the result 
of higher sales and improved profitability and operating metrics in 2011 as compared to 2010. 


Distribution and Administrative Expenses 


Year ended December 31, 2012 compared to year ended December 31, 2011. Distribution and 
administrative expenses primarily consist of payments to financial intermediaries, broker-dealers and other third- 
party distribution partners for providing services to investors in our sponsored funds, including marketing 
support services. These payments are generally based on percentages of either assets under management or sales. 
These expenses also include the amortization of deferred sales commissions related to up-front commissions on 
shares sold without a front-end sales charge to shareholders. The deferred sales commissions are amortized over 
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the periods in which commissions are generally recovered from distribution fee revenues and contingent sales 
charges received from shareholders of the funds upon redemption of their shares. Distribution and administrative 
expenses increased $12.0 million or 20.0% in the year ended December 31, 2012 as compared to the prior year. 
The increase is primarily due to an increase of $15.9 million in payments to our third-party distribution partners 
and $1.8 million of higher amortization of deferred sales commissions consistent with increases in our assets 
under management. The increases were offset by a decrease in closed-end fund launch costs of $5.7 million in 
2012 as compared to 2011. 


Year ended December 31, 2011 compared to year ended December 31, 2010. Distribution and 
administrative expenses increased $27.0 million or 81.2% in the year ended December 31, 2011 as compared to 
the prior year. The increases were primarily due to closed-end fund launch costs of $9.6 million, incurred in 
connection with the introduction of the DPG closed-end fund, and increases to payments made to our third-party 
distribution partners, which increased $9.4 million consistent with increases in our assets under management. 
Also contributing to the increase were higher distribution and administrative expenses related to our variable 
insurance funds of $4.2 million as well as an increase in the amortization of deferred sales commissions of $3.8 
million in the year ended December 31, 2011. 


Other Operating Expenses 


Year ended December 31, 2012 compared to year ended December 31, 2011. Other operating expenses 
primarily consist of investment research and technology costs, professional fees, travel and entertainment costs, 
rent and occupancy expenses and other miscellaneous costs. Other operating expenses increased $4.1 million or 
12.9% to $36.1 million for the year ended December 31, 2012 as compared to $32.0 million in the prior year 
primarily due to an increase in travel and entertainment costs associated with the expansion of our retail 
distribution team, increased professional fees and the full year impact on other operating expenses related to the 
addition of the Newfleet Multi-Sector team. 


Year ended December 31, 2011 compared to year ended December 31, 2010. Other operating expenses 
increased $1.7 million or 5.7% to $32.0 million for the year ended December 31, 2011 as compared to $30.3 
million in the prior year primarily due to operating expenses related to the addition of the Newfleet Multi-Sector 
team. The modest increase, despite larger increases in assets under management and sales in 2011 as compared to 
2010, is a result of management’s continued efforts to control fixed operating costs. 


Restructuring and Severance 


We incurred $1.6 million, $2.0 million, and $1.6 million of restructuring and severance costs in 2012, 2011, 
and 2010, respectively, resulting from staff reductions. 


Goodwill and Intangible Asset Impairment 


There were no goodwill or intangible asset impairments for the years ended December 31, 2012, 2011 and 
2010 as the estimated fair value of goodwill and intangible assets was substantially in excess of their carrying 
values. 


Amortization Expense 


Year ended December 31, 2012 compared to year ended December 31, 2011. Amortization expense 
primarily consists of the straight-line amortization of acquired investment advisory contracts, recorded as 
definite-lived intangible assets, over their estimated useful lives. Amortization expense of $4.1 million for the 
year ended December 31, 2012 increased from the prior year by $0.1 million or 2.6 % due to the addition of 
intangible assets as a result of the acquisition of Rampart. 
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Year ended December 31, 2011 compared to year ended December 31, 2010. Amortization expense of $4.0 
million for the year ended December 31, 2011 decreased from the prior year by $0.9 million or 18.4 % due to a 
number of intangible assets related to institutional contracts becoming fully amortized in the year ended 
December 31, 2011. 


Other Income (Expense), net 


Year ended December 31, 2012 compared to year ended December 31, 2011. Other income (expense), net 
primarily consists of realized and unrealized gains and losses recorded on trading securities and investments of 
consolidated sponsored investment products. Other income (expense), net increased from the prior year by $4.4 
million or 972.2% due to increases in the market value of trading securities and realized and unrealized gains 
related to investments of consolidated sponsored investment products. 


Year ended December 31, 2011 compared to year ended December 31, 2010. Other income (expense) 
decreased $1.7 million to expense of $0.5 million for the year ended December 31, 2011 due to decreases in the 
market value of trading securities. 


Interest Income (Expense), net 


Year ended December 31, 2012 compared to year ended December 31, 2011. Interest income (expense), net 
is primarily attributable to our long-term debt and is reported net of interest and dividend income earned on cash 
equivalents and investments as well as interest and dividend income related to investments of consolidated 
sponsored investment products. Interest income (expense), net increased $0.9 million for the year ended 
December 31, 2012 compared to the prior year. The increase in interest income (expense), net is due to higher 
interest and dividend income earned on our cash equivalents and investments as well as investments of our 
consolidated sponsored investment products. Interest expense in 2012 remained consistent with 2011. The 
effective interest rate of the Company’s outstanding long-term debt, inclusive of the amortization of deferred 
financing costs, was 4.52% as of December 31, 2012 as compared to 4.28% as of December 31, 2011. The 
increase in our effective interest rate is due to the increase in the amortization of deferred financing costs as we 
incurred additional costs when the Company amended its senior secured revolving credit facility (“Credit 
Facility”) in September 2012. 


Year ended December 31, 2011 compared to year ended December 31, 2010. Interest expense, net increased 
$0.1 million for the year ended December 31, 2011 compared to the prior year. The increase in interest expense, 
net is due to lower interest and dividend income earned on our cash equivalents and investments offset by lower 
interest expense due to a lower average outstanding debt balance and a lower interest rate in 2011 compared to 
2010 as a result of our debt refinancing during the third quarter of 2010. The effective interest rate of the 
Company’s outstanding long-term debt, inclusive of the amortization of deferred financing costs, was 4.28% as 
of December 31, 2011 as compared to 4.43% as of December 31, 2010. 


Income Tax Expense (Benefit) 


Year ended December 31, 2012 compared to year ended December 31, 2011. The provision for income 
taxes reflects federal, state and local taxes at an estimated annual effective tax rate of 41.7% and (1,019.3%), for 
the year ended December 31, 2012 and 2011, respectively. The primary difference in the annual effective tax rate 
for 2012 compared to 2011 was due to the changes in management’s assessment as to the realizability of its 
deferred tax assets. The Company released its valuation allowance during the fourth quarter of 2011 on all net 
deferred tax assets other than those related to capital losses and state net operating loss carryforwards that are not 
expected to be utilized prior to expiration. Prior to the fourth quarter of 2011, the Company offset all changes in 
its deferred tax assets with a valuation allowance which led to an effective tax rate that was substantially different 
from the applicable statutory tax rates. In addition primarily as a result of 2012 business changes and growth, the 
Company’s future state tax rate is expected to decrease in the current and future years as compared to 2011. This 
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change resulted in the reduction of the recorded value of the Company’s state net deferred tax asset of $3.4 
million. The Company may experience continued volatility in its state effective tax rate as the Company 
continues to experience changes in its business and as states seek to increase revenue. 


Year ended December 31, 2011 compared to year ended December 31, 2010. During 2011, the Company 
determined that recent historical operating results and projections of future income provided sufficient positive 
evidence to conclude that it is more likely than not that a substantial portion of its deferred tax assets would be 
realized. As a result, the Company released a valuation allowance of $174.5 million during the year ended 
December 31, 2011. Offsetting the valuation allowance release was $32.0 million related to the recording of an 
uncertain tax position and $4.0 million in deferred tax assets that were concluded to be not utilizable due under 
the provisions of Internal Revenue Code (“IRC”) Section 382. Both the uncertain tax position and the impacts of 
IRC Section 382 related to the receipt of a private letter ruling in 2011 concerning the treatment of a loss related 
to the dissolution of an inactive subsidiary. Our effective tax rate was (1,019.3%) for the year ended 
December 31, 2011 compared to 5.1% for the year ended December 31, 2010. The decrease in the effective tax 
rate in 2011 as compared to 2010 is primarily attributable to the release of the valuation allowance on certain 
deferred tax assets in 2011. In 2011, the Company maintained a valuation allowance relating to deferred tax 
assets on items of a capital nature as well as certain state deferred tax assets where the Company determined that 
at the current level of projected taxable income would not be sufficient to realize these assets prior to their 
expiration. 


Effects of Inflation 


Inflation can impact our organization primarily in two ways. First, inflationary pressures can result in 
increases in our cost structure, especially to the extent that large expense components such as compensation are 
impacted. To the degree that these expense increases are not recoverable or cannot be counterbalanced through 
pricing increases due to the competitive environment, our profitability could be negatively impacted. Secondly, 
the value of the assets that we manage may be negatively impacted when inflationary expectations result in a 
rising interest rate environment. Declines in the values of these assets under management could lead to reduced 
revenues as management fees are generally calculated based upon the size of assets under management. 


Liquidity and Capital Resources 
Certain Financial Data 


The following table summarizes certain key financial data relating to our liquidity and capital resources: 


As of December 31, Change 
2012 vs. 2011 vs. 

($ in thousands) 2012 2011 2010 2011 % 2010 % 
Balance Sheet Data 
Cash and cash equivalents ......... $ 63,432 $ 45,267 $43,948 $ 18,165 40.1% $ 1,319 3.0% 
Trading securities, at fair value ..... 12,392 12,526 8,357 (134) (1.1)% 4,169 49.9% 
Available-for-sale, at fair value ..... 2,656 2,469 1,916 187 7.6% 553 _.28.9% 
Total deferred taxes, net (1)........ 96,923 123,692 — (26,769) (21.6)% 123,692 N/A 
Long-term notes payable and other 

ODE: sascha dddete baeerd dda awd 15,000 15,000 ~—-15,000 — — % — — % 
Convertible preferred stock (2) ..... — 35,217 = 35,921 = (35,217) (100.0)% (704) = (2.0)% 
Total equity ...............200.0. 244,471 183,155 48,270 61,316 33.5% 134,885 279.4% 
Net assets of consolidated sponsored 

investment products (3) ......... 40,397 — — 40,397 N/A — N/A 
Working capital (4) .............. 102,415 45,938 44,206 56,477 122.9% 1,732 3.9% 
Working capital less redeemable 

noncontrolling interests (4) ...... 58,867 45,938 44,206 12,929 28.1% 1,732 3.9% 
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Years Ended December 31, 


2012 2011 2010 
Cash Flow Data 
Provided by (used in) 
Operating activities... ¢scaac chau eddie ded baa bad anec ge ee ened a den $ 39,818 $23,650 $22,144 
INVEstin GS ACtHVITIES! oc e oe ag eked Ph does Ah dane, Nad ayes WRU hee ea A (5,167) (4,070) (1,860) 
Financing activities 2.0... cette een n eens (16,472) (18,261) (4,956) 


(1) Includes both current and long-term 

(2) On August 6, 2010, the Company converted 9,783 shares of the Series B from BMO and dividends that had 
been accrued but not yet declared into 378,446 shares of common stock. On January 6, 2012, all 35,217 
outstanding shares of the Series B converted to 1,349,300 shares of common stock in connection with the 
conversion agreement entered into on October 27, 2011 between the Company and BMO, the holder of the 
outstanding Series B shares. As a result of the conversion, all of the preferred shares have been retired. 

(3) Net assets of consolidated sponsored investment products comprise $43.9 million of total assets, $0.3 
million of total liabilities and $3.2 million of redeemable noncontrolling interests. 

(4) Working capital is defined as current assets less current liabilities. 


Capital Requirements 


Our business does not require us to maintain significant capital balances. Our short-term capital 
requirements, which we consider to be those capital requirements due within one year, include payment of annual 
incentive compensation, salary costs and other operating expenses, primarily consisting of investment research 
costs, professional fees and occupancy expenses. Incentive compensation, which is generally the Company’s 
largest annual operating cash payment, is paid in the first quarter of the year. In the first quarter of 2012 and 
2011, we paid approximately $24.8 million and $14.5 million, respectively, in incentive compensation earned 
during the years ended December 31, 2011 and 2010, respectively. Short-term capital requirements may also be 
affected by employee tax withholding payments related to net share settlement upon vesting of restricted stock 
units (“RSUs’’). For the year ended December 31, 2012, a total of 143,102 RSUs were withheld through net share 
settlement by the Company to settle employee tax withholding obligations. The Company paid $12.0 million in 
employee tax withholding obligations related to the RSUs withheld. These net share settlements had the effect of 
share repurchases by the Company as they reduced the number of shares that otherwise would have been issued 
as a result of the vesting. The amount we pay in future periods will vary based on our stock price, the number of 
RSUs vesting during the period and whether we and our employees elect to satisfy withholding taxes through net 
share settlement. Approximately 71,000 RSUs are expected to vest in March 2013 that may require a capital 
outlay related to employee tax withholdings. 


We currently maintain a significant portion of our assets in highly liquid positions primarily comprised of 
cash and cash equivalents, accounts receivable and marketable securities. Our working capital was $102.4 
million as of December 31, 2012, an increase of $56.5 million from $45.9 million as of December 31, 2011, 
excluding investments of consolidated sponsored investment products, working capital was $58.9 million. We 
believe our working capital and cash flows from operations will be adequate to meet our short term capital 
requirements. 


Uses of Capital 


We expect that our main uses of cash will be to (i) invest in our organic growth, including our distribution 
efforts and closed-end fund launches, (ii) seed new investment strategies and mutual funds to ensure a strong 
pipeline of future saleable products, (iii) invest in inorganic growth opportunities as they arise, (iv) acquire shares 
of our common stock, (v) fund ongoing and potential investments in our infrastructure to achieve greater 
economies of scale and a more efficient overall cost structure, and (vi) principal payments on our outstanding 
Credit Facility, which matures in September 2017. 
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We believe we will be able to fund these uses of capital with existing working capital levels and with cash 
flows from operations. We also have the ability to issue equity or debt securities and borrow under our current 
Credit Facility. Our ability to meet our future cash needs will depend upon our future operating performance and 
the level and mix of assets under management, as well as general economic conditions. Current or unexpected 
events that could require additional liquidity may occur affecting our results of operations, access to financing 
and generation of cash. 


Capital and Reserve Requirements 


We have a subsidiary that is a broker-dealer registered with the SEC and is therefore subject to certain rules 
regarding minimum net capital, as defined by those rules. The subsidiary is required to maintain a ratio of 
“aggregate indebtedness” to “net capital,” as defined, which may not exceed 15 to 1 and must also maintain a 
minimum amount of net capital. Failure to meet these requirements could result in adverse consequences to us 
including additional reporting requirements, tighter ratios and business interruption. At December 31, 2012 and 
2011, the ratio of aggregate indebtedness to net capital of the broker-dealer was below the maximum allowed and 
our net capital was significantly in excess of that required. 


Balance Sheet 


Cash and cash equivalents consist of cash in banks and highly liquid money market mutual fund 
investments. Cash and cash equivalents typically increase in the second, third and fourth quarters of the year as 
we record, but do not pay, variable incentive compensation. Historically, annual incentives are paid in the first 
quarter of the year. Marketable securities consist primarily of highly liquid investments in our affiliated mutual 
funds as well as investments of consolidated sponsored investment products. We provide capital to launch 
sponsored funds and incubate new investment strategies in their early stages of development. At December 31, 
2012 and 2011, our long-term debt balance was $15.0 million. 


Operating Cash Flow 


Net cash provided by operating activities of $39.8 million for the year ended December 31, 2012 improved 
by $16.1 million from net cash provided by operating activities of $23.7 million in the prior year due primarily to 
increases in our revenues based on higher average assets under management, amortization of deferred 
commissions, and sales of trading securities, offset by increases in the purchases of trading securities and 
investments of consolidated sponsored investment products, higher annual incentive compensation payments, 
and increases in accounts receivable due to higher average assets under management. Cash flows from operating 
activities for the year ended December 31, 2012 includes the expected utilization of deferred tax assets to reduce 
current taxes payable in the amount of $24.1 million. 


Net cash provided by operating activities of $23.7 million for the year ended December 31, 2011 improved 
by $1.5 million from net cash provided by operating activities of $22.1 million in the prior year due primarily to 
the increase in net income related to the overall increases in revenue and operating income. Also contributing to 
the increase was higher stock based compensation and amortization of deferred commissions related to increased 
sales of our funds, the change in realized and unrealized gains and losses on trading securities and higher 
accounts payable due to the timing of payments and accrued liabilities related to increased employee incentive 
compensation accruals. These increases were offset by the release of our previously recorded valuation allowance 
on certain deferred tax assets, increases in payments of deferred commissions, higher accounts receivable 
associated with the increased assets under management and increased purchases of trading securities. 


Investing Cash Flow 


Net cash used in investing activities consists primarily of capital expenditures related to our business 
operations, the purchase of investment management contracts, acquisitions and reinvestment of dividends in our 
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sponsored mutual funds. Net cash used in investing activities of $5.2 million for the year ended December 31, 
2012 increased by $1.1 million from net cash used in investing activities of $4.1 million in the prior year due 
primarily to capital expenditures of approximately $3.8 million. The majority of the capital expenditures made 
during the year ended December 31, 2012 were for leasehold improvements as well as computer equipment and 
software. On October 1, 2012, we completed the acquisition of substantially all of the assets of Rampart for $0.7 
million in cash. The large increase in capital expenditures was offset by a decrease in the purchases of investment 
management contracts. 


Net cash used in investing activities of $4.1 million for the year ended December 31, 2011 increased by $2.2 
million from net cash used in investing activities of $1.9 million in the prior year due primarily to the adoption of 
the Virtus Total Return closed-end fund investment management contract in the fourth quarter of 2011. The 
remaining net cash used in investing activities relates to capital expenditures of approximately $0.3 million in 
leasehold improvements related to one of our locations and for the purchase of software, telephone and computer 
equipment. 


Financing Cash Flow 


Cash flows from financing activities consist primarily of repurchases of our common stock, contingent 
payments related to investment management contracts purchased, payment to settle tax withholding obligations 
for the net share settlement of employee RSUs offset by proceeds from stock option exercises. For the year ended 
December 31, 2012, net cash used in financing activities of $16.5 million consists of payments to settle tax 
withholding obligations for the net share settlement of RSUs of $12.0 million, repurchases of our common stock 
of $8.9 million, contingent payments made related to the variable insurance trust adoption of $0.7 million and 
deferred financing costs paid in conjunction with an amendment and restatement of our Credit Facility of $0.7 
million, offset by $2.6 million in proceeds from stock option exercises. 


For the year ended December 31, 2011, net cash used in financing activities of $18.3 million consists of 
dividend payments on our Series B of $10.2 million, repurchases of our common stock of $7.9 million, 
contingent payments made related to the VIT adoption of $0.8 million and employee payroll taxes paid related to 
the net share settlement of employee restricted stock units of $0.7 million, offset by $1.3 million in proceeds 
from stock option exercises. 


Long-Term Debt 


On September 10, 2012, the Company amended and restated its Credit Facility. As amended and restated, 
the Credit Facility has a five-year term and provides borrowing capacity of up to $75.0 million, which was 
increased from $30.0 million, with a $7.5 million sub-limit for the issuance of standby letters of credit. In 
addition, the Credit Facility provides for a $50.0 million increase provision conditioned on approval by the 
lending group. The Credit Facility is secured by substantially all of the assets of the Company. At December 31, 
2012 and December 31, 2011, $15.0 million was outstanding under the Credit Facility. As of December 31, 2012 
and December 31, 2011, the Company had the capacity to draw on the remaining amount of the Credit Facility. 


Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the Company’s 
option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate (as defined in the Credit 
Facility agreement), plus, in each case, an applicable margin, that ranges from 0.75% to 2.50%. At December 31, 
2012 and 2011, the interest rate in effect for the Credit Facility was 2.35% and 2.625%, respectively, exclusive of 
the amortization of deferred financing costs. Under the terms of the Credit Facility, the Company is also required 
to pay certain fees, including an annual commitment fee that ranges from 0.35% to 0.50% on undrawn amounts 
and a letter of credit participation fee at an annual rate equal to the applicable margin as well as any applicable 
fronting fees, each of which is payable quarterly in arrears. 


The Credit Facility contains customary covenants, including covenants that restrict (subject in certain 
instances to minimum thresholds or exceptions) the ability of the Company and certain of its subsidiaries to incur 
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additional indebtedness, create liens, merge or make acquisitions of less than 100% owned subsidiaries, dispose 
of assets, enter into leases, sale/leasebacks or acquisitions of capital stock, and make loans, guarantees and 
investments, among other things. In addition, the Credit Facility contains certain financial covenants, the most 
restrictive of which include: (i) a minimum interest coverage ratio (generally, adjusted EBITDA to interest 
expense as defined in and for the period specified in the Credit Facility agreement) of at least 4.00:1, and (ii) a 
leverage ratio (generally, total indebtedness as of any date to adjusted EBITDA as defined in and for the period 
specified in the Credit Facility agreement) of no greater than 2.75:1. For purposes of the Credit Facility, adjusted 
EBITDA generally means, for any period, net income of the Company before interest expense, income taxes, 
depreciation and amortization expense, and excluding non-cash stock-based compensation, unrealized mark-to- 
market gains and losses, certain severance, and certain non-cash non-recurring gains and losses as described in 
and specified under the Credit Facility agreement. At December 31, 2012 and 2011, the Company was in 
compliance with all financial covenants. 


The Credit Facility agreement also contains customary provisions regarding events of default which could 
result in an acceleration of amounts due under the facility. Such events of default include our failure to pay 
principal or interest when due, our failure to satisfy or comply with covenants, a change of control, the 
imposition of certain judgments, the invalidation of the liens we have granted, and a cross-default to other debt 
obligations. 


Contractual Obligations 
The following table summarizes our contractual obligations as of December 31, 2012: 


Payments Due 


Less Than More Than 
($ in millions) Total 1 Year 1-3 Years 3-5 Years 5 Years 
LeaseObli sation: vec .1.cice sears ag nadupae ae aie oom $16.3 $3.1 $7.0 $ 4.2 $2.0 
Credit Facility, including interest (1) ...............00.0. 16.7 0.4 1.1 15.2 —_— 
Minimum payments on service contracts (2) ............. 2.1 1.8 0.3 —_ —_— 
Contingent consideration (3) ...... 0.2... cee eee eee ee 1.0 0.6 0.4 — — 
otal 4.2555605-G3 to eee eee yes bee e eee nee $36.1 $5.9 $8.8 $19.4 $2.0 


(1) At December 31, 2012, the Company has $15.0 million outstanding under the Credit Facility that has a 
variable interest rate. Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, 
at the Company’s option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate, 
plus, in each case, an applicable margin, that ranges from 0.75% to 2.50%. The Company is also required to 
pay an annual commitment fee that ranges from 0.35% to 0.50% on undrawn amounts. At December 31, 
2012, the interest rate in effect for the Credit Facility was 2.35%. Payments due are estimated based on the 
interest rate of 2.35% in effect on December 31, 2012. 

(2) Service contracts include contractual amounts that will be due to purchase goods and services to be used in 
our operations and may be canceled at earlier times than those indicated under certain conditions that may 
include termination fees. 

(3) The amount of contingent consideration related to business acquisitions and purchases of investment 
management contracts and represents our expected settlkement amounts. These payments are variable and 
will fluctuate based on assets under management, projected net flows and market appreciation/ 
(depreciation) and could be materially different if the actual asset and market assumptions differ from these 
estimates and could be zero if the assets run-off or are removed. 


The table above excludes approximately $31.8 million of unrecognized tax benefits accounted for under 
Accounting Standards Codification (“ASC”) 740, Income Taxes, as we are unable to reasonably estimate the 
ultimate amount or timing of any settlement. See Note 8 to our consolidated financial statements for more 
information. 
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Impact of New Accounting Standards 


For a discussion of accounting standards, see Note 2 to our consolidated financial statements. 


Off-Balance Sheet Arrangements 


We do not invest in any off-balance sheet vehicles that provide liquidity, capital resources, market or credit 
risk support, or engage in any leasing activities that expose us to any liability that is not reflected in our 
consolidated financial statements. 


Critical Accounting Policies and Estimates 


Our financial statements and the accompanying notes are prepared in accordance with Generally Accepted 
Accounting Principles, which requires the use of estimates. Actual results will vary from these estimates. 
Management believes the following critical accounting policies are important to understanding our results of 
operations and financial position. 


Consolidation 


The consolidated financial statements include the accounts of the Company, its wholly-owned subsidiaries 
and sponsored investment products in which it has a controlling financial interest. The Company is generally 
considered to have a controlling financial interest when it owns a majority of the voting interest in an entity or 
otherwise has the power to govern the financial and operating policies of the subsidiary. See Note 19 to our 
consolidated financial statements for additional information related to the consolidation of sponsored investment 
products. 


The Company also evaluates for consolidation any variable interest entities (“VIEs”) in which the Company 
is the primary beneficiary. A VIE is an entity in which either (a) the equity investment at risk is not sufficient to 
permit the entity to finance its own activities without additional financial support or (b) the group of holders of 
the equity investment at risk lack certain characteristics of a controlling financial interest. The primary 
beneficiary is the entity that has the obligation to absorb a majority of the expected losses or the right to receive 
the majority of the residual returns. The Company evaluates whether entities in which it has an interest are VIEs 
and whether the Company is the primary beneficiary of any VIEs identified in its analysis. 


Fair Value Measurements and Fair Value of Financial Instruments 


The FASB defines fair value as the price that would be received to sell an asset, or paid to transfer a 
liability, in an orderly transaction between market participants at the measurement date. ASC 820, Fair Value 
Measurements and Disclosures establishes a framework for measuring fair value and a valuation hierarchy based 
upon the transparency of inputs used in the valuation of an asset or liability. Classification within the hierarchy is 
based upon the lowest level of input that is significant to the fair value measurement. The valuation hierarchy 
contains three levels as follows: 


Level 1 — Quoted prices for identical instruments in active markets. Level 1 assets and liabilities may 
include debt securities and equity securities that are traded in an active exchange market. 


Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
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traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3 — Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


The following is a discussion of the valuation methodologies used for assets measured at fair value. 


Sponsored mutual funds and variable insurance funds include amounts in affiliated investment products. 
The fair value of these securities are generally determined based on their published net asset values and are 
included as Level | within the hierarchy. 


Investments of consolidated sponsored investment products include debt and equity securities held in 
portfolios of sponsored funds that are consolidated by the Company. Equity securities are valued at the official 
closing price on the exchange on which the securities are traded and categorized as Level | in the hierarchy. 
Certain non-U.S. securities may be fair valued in cases where closing prices are not readily available or are 
deemed to not reflect readily available market prices. In such cases, the fair value is determined using an 
independent pricing service and fair valuations are categorized as Level 2 in the hierarchy. Most debt securities 
are valued based on quotations received from independent pricing services or from dealers who make markets in 
such securities. These investments are generally categorized as Level 2 in the hierarchy. Pricing services do not 
provide pricing for all securities and therefore indicative bids from dealers are utilized which are based on 
pricing models used by market makers in the security and are generally categorized as Level 2 in the hierarchy 


Equity securities include securities traded on active markets and are valued at the official closing price 
(typically last sale) on the exchange on which the securities are primarily traded, or if no closing price is 
available, at the last bid price and are categorized as Level | in the hierarchy. 


Sponsored closed-end funds include amounts in affiliated investment products. These investments are 
valued as Level 1 within the valuation hierarchy because they are valued through the use of quoted market prices 
available in active markets. 


Nonqualified retirement plan assets include mutual funds whose fair value is generally determined based on 
their published net asset value. They are classified as Level 1 within the valuation hierarchy. 


Cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities equal or 
approximate fair value based on the short-term nature of these instruments. The estimated fair value of long-term 
debt at December 31, 2012, which has a variable interest rate, approximates its carrying value. Marketable 
securities are reflected in the financial statements at fair value based upon publicly quoted market prices. 


Goodwill and Other Intangible Assets 


As of December 31, 2012, the carrying values of goodwill, indefinite-lived and definite-lived intangible 
assets was $5.3 million, $32.4 million and $16.3 million, respectively. Goodwill represents the excess of 
purchase price of acquisitions over the fair value of identified net assets and liabilities acquired. Indefinite-lived 
intangible assets are comprised of acquired, closed-end fund investment advisory contracts. 


For goodwill and indefinite-lived intangible assets, impairment tests are performed annually, or more 
frequently, should circumstances change, which would reduce the fair value below its carrying value. We have 
determined that the Company has only one reporting unit for purposes of assessing the carrying value of 
goodwill. For definite-lived intangible assets, impairment testing is performed whenever events or 
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changes in circumstances indicate that the carrying amount may not be recoverable. If the Company determines 
the carrying value of the definite-lived intangible assets is less than the sum of the undiscounted cash flows 
expected to result from the asset we will quantify the impairment using a discounted cash flow model. The key 
assumptions in the discounted cash flow model include; the estimated remaining useful life of the intangible 
asset; the discount rate; investment management fee rates on assets under management; and the market expense 
ratio factor. 


Definite-lived intangible assets are comprised of acquired investment advisory contracts. The Company 
monitors the useful lives of definite-lived intangible assets and revises the useful lives, if necessary, based on the 
circumstances. Significant judgment is required in estimating the period that these assets will contribute to our 
cash flows and the pattern over which these assets will be consumed. A change in the remaining useful life of any 
of these assets could have a significant impact on our amortization expense. All amortization expense has been, 
and continues to be, calculated on a straight-line basis. 


We apply the rules issued in Accounting Standards Update (“ASU”) 2011-08, Testing Goodwill for 
Impairment (the revised standard) which amends the rules for testing goodwill for impairment by allowing an 
entity the option to first assess qualitative factors to determine whether the existence of events or circumstances 
leads to a determination that it is more likely than not that the fair value of a reporting unit is less than its 
carrying amount. If, after assessing the totality of events or circumstances, an entity determines it is more likely 
than not that the fair value of a reporting unit is greater than its carrying amount, then performing the two-step 
impairment test is unnecessary. 


In July 2012, the FASB issued ASU No. 2012-02, Testing Indefinite-Lived Intangible Assets for Impairment. 
The standard provides entities with an option to perform a qualitative assessment of indefinite-lived intangible 
assets other than goodwill for impairment to determine if additional impairment testing is necessary. The 
standard is effective for annual and interim impairment tests performed for fiscal years beginning after 
September 15, 2012, however early adoption is allowed. The Company has adopted this ASU. 


In assessing the qualitative factors to determine whether it is more likely than not that the fair value of a 
reporting unit for goodwill and each unit of accounting for indefinite-lived intangible assets is less than its 
carrying amount, we assess relevant events and circumstances that may impact the fair value and the carrying 
amount for each. The identification of relevant events and circumstances and how these may impact the fair 
value or carrying amount involve significant judgments and assumptions. The judgment and assumptions include 
the identification of macroeconomic conditions, industry and market considerations, cost factors, historical trends 
in operating margins, trending of each unit’s assets under management levels, overall financial performance, 
specific events such as secondary offerings and share price trends and making the assessment on whether each 
relevant factor will impact the impairment test positively or negatively and the magnitude of any such impact. 


Based upon our fiscal 2012 qualitative impairment analysis for goodwill and indefinite-lived intangible 
assets, prepared in accordance with ASU 2011-08 and ASU 2012-02, we concluded that there was no 
requirement to do a quantitative annual goodwill and indefinite-lived intangible asset impairment test. The key 
qualitative factors that led to our conclusion were (i) that our fiscal 2010 goodwill impairment analysis indicated 
that the fair value of our reporting unit significantly exceeded the carrying amount; (ii) that our fiscal 2011 
indefinite-lived intangible asset impairment analysis indicated that the fair value of our units of accounting 
significantly exceeded the carrying amount; (iii) the significant increase in our share price and market 
capitalization since our fiscal 2010 annual goodwill impairment analysis; (iv) the significant increase in our 
assets under management since our fiscal 2011 indefinite-lived intangible asset impairment analysis; and (iii) that 
we continue to show positive financial performance overall and related to operating margins and performance of 
the underlying funds that represent the indefinite-lived intangible assets recorded. During the year ended 
December 31, 2012, no events or circumstances occurred that indicated the carrying value of definite-lived 
intangible assets might be impaired and therefore no impairment tests were performed during this period. 
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No impairments have been identified or recorded by the Company for the year ended December 31, 2012. 


Significant deterioration in markets or declines in revenue or in the value of the Company could result in 
future impairment charges. 


Revenue Recognition 


Investment management fees, distribution and service fees and administration and transfer agent fees are 
recorded as revenue during the period in which services are performed. Investment management fees are earned 
based upon a percentage of assets under management, and are paid pursuant to the terms of the respective 
investment management contracts, which generally require monthly or quarterly payment. Management fees for 
structured finance products, such as CDOs, are earned as services are rendered, but are subordinated to other 
interests and payable only if certain financial criteria of the underlying collateral are met, are recorded as revenue 
when the structured finance products are in compliance with required financial criteria and collectability is 
reasonably assured. The Company accounts for investment management fees in accordance with ASC 605, 
Revenue Recognition, and has recorded its management fees net of fees paid to unaffiliated advisors. Amounts 
paid to unaffiliated subadvisers for the years ended December 31, 2012, 2011 and 2010 were $53.7 million, 
$36.4 million and $24.0 million, respectively. 


Investment management fees are calculated based on our assets under management. We rely on data 
provided to us by mutual funds and custodians in the pricing of assets under management, which are not reflected 
within our consolidated financial statements. The boards of our mutual funds and the custodians of the assets we 
manage have formal pricing policies and procedures over pricing of investments. Part of the fund administration 
services we provide includes establishing internal procedures to corroborate that mutual fund and custodial 
pricing appears adequate. As of December 31, 2012, our total assets under management by fair value hierarchy 
level as defined by ASC 820, Fair Value Measurements and Disclosures, was approximately 51.2% Level 1, 
48.6% Level 2 and 0.2% Level 3. 


Gross investment management fees earned on long-term open-end mutual funds range from 0.35% to 1.50% 
of average assets under management, depending on the type of fund. Investment management fees earned on 
closed-end funds range from 0.50% to 1.00% of average assets under management. Investment management fees 
earned on money market funds range from 0.10% to 0.14% of average assets under management. Investment 
management fees earned on separately managed accounts and institutional accounts are negotiated and are based 
primarily on asset size, portfolio complexity and individual needs and range from 0.08% to 1.30%. Investment 
management fees earned on variable insurance funds range from 0.40% to 0.90% of average assets under 
management. Investment management fees earned on structured finance products range from 0.08% to 0.45% of 
the principal outstanding. 


Distribution and service fees are earned based on a percentage of assets under management and are paid 
monthly pursuant to the terms of the respective distribution and service fee contracts. Underwriter fees are sales- 
based charges on sales of certain class A-share mutual funds. 


Administration and transfer agent fees consist of fund administration fees, transfer agent fees and fiduciary 
fees. Fund administration fees are earned based on the average daily assets in the funds. Transfer agent fees are 
earned based on the average daily assets in the funds. Fiduciary fees are recorded monthly based on the number 
of 401(k) accounts. The Company utilizes outside service providers to perform some of the functions related to 
fund administration and transfer agent services. 


Other income and fees consist primarily of redemption income on the early redemption of class B-share 
mutual funds and brokerage commissions and fees earned for the distribution of nonaffiliated products. 
Commissions earned (and related expenses) are recorded on a trade date basis and are computed based upon 
contractual agreements. 
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Accounting for Income Taxes 


We account for income taxes in accordance with ASC 740, Income Taxes which recognizes the amount of 
taxes payable or refundable for the current year and deferred tax liabilities and assets for the future tax 
consequences of events that have been recognized in Company’s financial statements or tax returns. We 
recognize the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will 
be sustained, based on the technical merits of the position. The tax benefits recognized in the financial statements 
from such a position are measured based on the largest benefit that has a greater than 50% likelihood of being 
realized upon ultimate settlement. The Company’s policy is to record interest and penalties related to income 
taxes as a component of income tax expense. 


Significant judgment is required in determining the provision for income taxes and, in particular, any 
valuation allowance that is recorded against our deferred tax assets. Our methodology for determining the 
realizability of deferred tax assets involves estimates of future taxable income from our operations and 
consideration of prudent and feasible tax planning strategies that would be implemented by us, if necessary, as 
well as the expiration dates and amounts of carryforwards related to net operating losses and capital losses. These 
estimates are based on assumptions that we believe to be reasonable and consistent with demonstrated operating 
results. The assessment also includes consideration of the reversal of deferred tax liabilities that serve as a source 
of income for recorded deferred tax assets. Changes in future operating results not currently forecasted may have 
a significant impact on the realization of deferred tax assets. 


Loss Contingencies 


The likelihood that a loss contingency exists is evaluated using the criteria of ASC 450, Loss Contingencies, 
and an accrued liability is recorded if the likelihood of a loss is considered both probable and reasonably 
estimable at the date of the financial statements. 


We believe that we have considered relevant circumstances that we may be currently subject to, and the 


financial statements accurately reflect our reasonable estimate of the results of our operations, financial condition 
and cash flows for the years presented. 
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 
Market Risk 


Our exposure to market risk is directly related to our role as investment advisor for the assets we manage as 
investment advisor. Substantially all of our revenue for the three years ended December 31, 2012 was derived 
from investment management, distribution and fund administration fees, which are typically based on the market 
value of assets under management. Accordingly, a decline in the prices of securities would cause our revenue and 
income to decline due to a decrease in the value of the assets we manage. In addition, such a decline could cause 
our clients to withdraw their funds in favor of investments offering higher returns or lower risk, which would 
cause our revenue and income to decline further. 


We are also subject to market risk due to a decline in the market value of our investments, consisting 
primarily of marketable securities. At December 31, 2012, the fair value of marketable securities was $58.3 
million. Assuming a 10.0% increase or decrease in the fair value of marketable securities at December 31, 2012, 
our net income would change by $5.6 million and our total comprehensive income would change by $5.8 million 
for the year ended December 31, 2012. 


Interest Rate Risk 


At December 31, 2012, the Company has $15.0 million outstanding under the Credit Facility that has a 
variable interest rate. Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the 
Company’s option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate (as defined 
in the Credit Facility agreement), plus, in each case, an applicable margin, that ranges from 0.75% to 2.50%. At 
December 31, 2012 the interest rate in effect for the Credit Facility was 2.35%. A hypothetical 300 basis point 
change in interest rates for the year ended December 31, 2012 would have changed our interest expense by 
approximately $0.5 million. 


Item 8. Financial Statements and Supplementary Data. 


The audited Consolidated Financial Statements, including the Report of Independent Registered Public 
Accounting Firm and the required supplementary quarterly information, required by this item are presented under 
Item 15 beginning on page F-1. 


Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure. 


None. 


Item 9A. Controls and Procedures. 
Disclosure Controls and Procedures 


We maintain disclosure controls and procedures designed to ensure that information required to be disclosed 
in reports filed under the Exchange Act is recorded, processed, summarized and reported within the specified 
time periods, and that such information is accumulated and communicated to management, including the 
Company’s Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions 
regarding required disclosure. 


Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, 
evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) 
of the Exchange Act) as of the end of the period covered by this Annual Report. Based on their evaluation, as of 
the end of the period covered by this Annual Report, the Company’s Chief Executive Officer and Chief Financial 
Officer have concluded that the Company’s disclosure controls and procedures were effective as of the end of the 
period covered by this Annual Report. 
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Management’s Report on Internal Control over Financial Reporting 


Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, is 
responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rule 
13a-15(f) or 15d-15(f) of the Exchange Act. Because of its inherent limitations, internal control over financial 
reporting may not prevent or detect misstatements. Projections of any evaluation of effectiveness to future 
periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the 
degree of compliance with the policy or procedures may deteriorate. Under the supervision and with the 
participation of our management, including our Chief Executive Officer and Chief Financial Officer, we have 
conducted an evaluation of the effectiveness of our internal control over financial reporting as of December 31, 
2012 based upon the Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Based on this evaluation management, including our Chief 
Executive Officer and Chief Financial Officer, have concluded that our internal control over financial reporting 
was effective as of December 31, 2012. 


The effectiveness of our internal control over financial reporting as of December 31, 2012 has been audited 
by PricewaterhouseCoopers LLP, our independent registered public accounting firm, as stated in their report 
which is included in Item 15 of this Annual Report. 


Changes in Internal Controls over Financial Reporting 


There have been no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) or 
15d-15(f) of the Exchange Act) that occurred during the quarter ended December 31, 2012 that have materially 
affected, or are reasonably likely to materially affect, our internal control over financial reporting. 


Item 9B. Other Information. 


None. 
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PART III 


Item 10. Directors, Executive Officers and Corporate Governance. 


The information concerning the Company’s directors and nominees under the caption “Item 1—Election of 
Directors” and the information concerning the Audit Committee and the “audit committee financial expert” under 
the caption “Corporate Governance—Audit Committee” in the Company’s Proxy Statement for the Company’s 
2013 Annual Meeting of Shareholders, information concerning the Company’s executive officers under the 
caption “Executive Officers,” and the information under the caption “Section 16(a) Beneficial Ownership 
Reporting Compliance” in the Company’s Proxy Statement for the Company’s 2013 Annual Meeting of 
Shareholders, are incorporated herein by reference. 


The Company has adopted a Code of Conduct that applies to the Company’s chief executive officer, senior 
financial officers and all other Company employees, officers and Board members. The Code of Conduct is 
available on the Company’s website, www.virtus.com, under “Investor Relations,” and is available in print to any 
person who requests it. Any substantive amendment to the Code of Conduct and any waiver in favor of a Board 
member or an executive officer may only be granted by the Board of Directors and will be publicly disclosed on 
the Company’s website, www.virtus.com, under “Investor Relations.” 


The information concerning procedures by which shareholders may recommend director nominees set forth 
under the caption “Corporate Governance—Governance Committee—Director Nomination Process” in the 
Company’s Proxy Statement for the Company’s 2013 Annual Meeting of Shareholders is incorporated herein 
by reference. 


Item 11. Executive Compensation. 


The information relating to executive compensation and the Company’s policies and practices as they relate 
to the Company’s risk management is set forth under the captions “Executive Compensation,” “Director 
Compensation,” “Corporate Governance—Compensation Committee—Risks Related to Compensation Policies 
and Practices” and “Corporate Governance—Compensation Committee Interlocks and Insider Participation” in 
the Company’s Proxy Statement for the Company’s 2013 Annual Meeting of Shareholders, and is incorporated 
herein by reference. The information included under the caption “Executive Compensation—Report of the 
Compensation Committee” in the Company’s Proxy Statement for the Company’s 2013 Annual Meeting of 
Shareholders is incorporated herein by reference but shall be deemed “furnished” with this report and shall not be 
deemed “filed” with this report. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters. 


The information set forth under the caption “Security Ownership by Certain Beneficial Owners and 
Management” in the Company’s Proxy Statement for the Company’s 2013 Annual Meeting of Shareholders is 
incorporated herein by reference. 
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The following table sets forth information as of December 31, 2012 with respect to compensation plans 
under which shares of our common stock may be issued: 


EQUITY COMPENSATION PLAN INFORMATION 


Number of 
securities remaining 
Number of available for future 

securities to be issuance 
issued Weighted-average under equity 

upon exercise of exercise price of compensation plans 

outstanding outstanding (excluding 
options, warrants options, warrants securities reflected 

Plan Category and rights (a) and rights (1)(b) in column (a)(c) 


Equity compensation plans approved by 

security holders (2) ............-2.00- 512,406 $20.03 530,857 
Equity compensation plans not approved by 

security holders ...................4. — — — 


PO GAL | .cteg' oe. ate. eee cae a leuacala, dlecacg dy daca 512,406 $20.03 530,857 


(1) The weighted-average exercise price set forth in this column is calculated excluding outstanding restricted 
stock unit awards (“RSUs”) since recipients of such awards are not required to pay an exercise price to 
receive the shares subject to these awards. The weighted-average exercise price of outstanding options, 
warrants and rights including RSUs is $8.61. 

(2) Represents 220,349 shares of common stock issuable upon the exercise of stock options and 292,057 shares 
of our common stock issuable upon the vesting of RSUs outstanding under the Company’s Omnibus 
Incentive and Equity Plan (the “Omnibus Plan”). Of the 1,800,000 maximum number of shares of our 
common stock authorized for issuance under the Omnibus Plan, 68,832 shares of common stock have been 
issued on a cumulative basis in the form of direct grants to directors. 


Item 13. Certain Relationships and Related Transactions, and Director Independence. 


The information set forth under the captions “Corporate Governance—Transactions with Related Persons” 
and “Corporate Governance—Director Independence” in the Company’s Proxy Statement for the Company’s 
2013 Annual Meeting of Shareholders is incorporated herein by reference. 


Item 14. Principal Accounting Fees and Services. 


The information regarding auditors fees and services and the Company’s pre-approval policies and 
procedures for audit and non-audit services to be provided by the Company’s independent registered public 
accounting firm set forth under the caption “Item 2—Ratification of the Appointment of the Independent 
Registered Public Accounting Firm” in the Company’s Proxy Statement for the 2013 Annual Meeting of 
Shareholders is incorporated herein by reference. 
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PART IV 


Item 15. Exhibits, Financial Statement Schedules. 


(a)(1) Financial Statements: The following Report of Independent Registered Public Accounting Firm and 
Consolidated Financial Statements of Virtus are included in this Annual Report: 


Report of Independent Registered Public Accounting Firm 
Consolidated Balance Sheets as of December 31, 2012 and 2011 
Consolidated Statements of Operations for the Years Ended December 31, 2012, 2011 and 2010 


Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2012, 2011 
and 2010 


Consolidated Statements of Changes in Stockholders’ Equity for the Years Ended December 31, 
2012, 2011 and 2010 


Consolidated Statements of Cash Flows for the Years Ended December 31, 2012, 2011 and 2010 
Notes to Consolidated Financial Statements 


(a)(2) Financial Statement Schedules: 


All financial statement schedules have been omitted because the required information is either 
presented in the consolidated financial statements or the notes thereto or is not applicable or required. 
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(a)(3) Exhibits: 


The following exhibits are filed herewith or incorporated herein by reference: 


Exhibit 
Number 


(2) 
2.1 


(3) 
3.1 


3.2 


33 


3.4 


3.5 


(4) 
4.1 


4.2 


(10) 
10.1 


10.2 


10.3 


10.4 


Exhibit Description 


Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession 


Separation Agreement, Plan of Reorganization and Distribution by and between The Phoenix 
Companies, Inc. and the Registrant, dated as of December 18, 2008 (incorporated by reference to 
Exhibit 2.1 of the Registrant’s Amendment No. 4 to Form 10, filed December 19, 2008). 


Articles of Incorporation and Bylaws 


Amended and Restated Certificate of Incorporation of the Registrant, dated December 18, 2008 
(incorporated by reference to Exhibit 3.1 of the Registrant’s Amendment No. 4 to Form 10, filed 
December 19, 2008). 


Amended and Restated Bylaws of the Registrant, as adopted on January 28, 2010 (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K, filed February 2, 2010). 


Certificate of Designations of Series A Non-Voting Convertible Preferred Stock and Series B Voting 
Convertible Preferred Stock of the Registrant, dated October 31, 2008 (incorporated by reference to 
Exhibit 4.2 of the Registrant’s Amendment No. 2 to Form 10, filed November 14, 2008). 


Certificate of Amendment of the Certificate of Designations of Series A Non-Voting Convertible 
Preferred Stock and Series B Voting Convertible Preferred Stock of the Registrant (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Quarterly Report on Form 10-Q, filed August 13, 2009). 


Certificate of Designations of Series C Junior Participating Preferred Stock of the Registrant, dated 
December 29, 2008 (incorporated by reference to Exhibit 3.1 of the Registrant’s Current Report on 
Form 8-K, filed January 2, 2009). 


Instruments Defining the Rights of Security Holders, Including Indentures 


Note in favor of The Bank of New York Mellon as Lender, dated September 1, 2009 (incorporated 
by reference to Exhibit 4.1 of the Registrant’s Current Report on Form 8-K, filed September 4, 
2009). 


Note in favor of PNC Bank, National Association as Lender, dated September 1, 2009 (incorporated 
by reference to Exhibit 4.2 of the Registrant’s Current Report on Form 8-K, filed September 4, 
2009). 


Material Contracts 


Transition Services Agreement by and between The Phoenix Companies, Inc. and the Registrant, 
dated as of December 18, 2008 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Amendment No. 4 to Form 10, filed December 19, 2008). 


Tax Separation Agreement by and between The Phoenix Companies, Inc. and the Registrant, dated 
December 18, 2008 (incorporated by reference to Exhibit 10.2 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


Amendment to Tax Separation Agreement, dated April 8, 2009, by and between The Phoenix 
Companies, Inc. and the Registrant, dated as of December 18, 2008 (incorporated by reference to 
Exhibit 10.15 of the Registrant’s Annual Report on Form 10-K, filed April 10, 2009). 


Employee Matters Agreement by and between The Phoenix Companies, Inc. and the Registrant, 
dated December 18, 2008 (incorporated by reference to Exhibit 10.3 of the Registrant’s Amendment 
No. 4 to Form 10, filed December 19, 2008). 
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Exhibit 
Number 


#10/5 


*10.6 


*10.7 


*10.8 


*10.9 


10.10 


10.11 


10.12 


10.13 


*10.14 


*10.15 


*10.16 


10.17 


Exhibit Description 


Change in Control Agreement between George R. Aylward and the Registrant, effective as of 
December 31, 2008 (incorporated by reference to Exhibit 10.4 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


Virtus Investment Partners, Inc. Omnibus Incentive and Equity Plan, effective as of December 31, 
2008 (incorporated by reference to Exhibit 10.5 of the Registrant’s Amendment No. 4 to Form 10, 
filed December 19, 2008). 


Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, effective as of November 1, 
2008 (incorporated by reference to Exhibit 10.6 of the Registrant’s Amendment No. 2 to Form 10, 
filed November 14, 2008). 


First Amendment to the Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, 
effective as of February 1, 2010 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Quarterly Report on Form 10-Q, filed May 4, 2010). 


Virtus Investment Partners, Inc. Amended and Restated Executive Severance Allowance Plan, 
effective as of February 2, 2009 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Current Report on Form 8-K, filed February 4, 2009). 


Investment and Contribution Agreement by and among Phoenix Investment Management Company, 
the Registrant, Harris Bankcorp, Inc. and The Phoenix Companies, Inc., dated as of October 30, 2008 
(incorporated by reference to Exhibit 10.8 of the Registrant’s Amendment No. 2 to Form 10, filed 
November 14, 2008). 


Annex A to the Investment and Contribution Agreement by and among Phoenix Investment 
Management Company, the Registrant, Harris Bankcorp, Inc. and The Phoenix Companies, Inc., 
dated October 30, 2008 (incorporated by reference to Exhibit 10.10 of the Registrant’s Annual 
Report, filed March 1, 2011). 


Transaction Agreement by and among Harris Investment Management, Inc., Phoenix Investment 
Counsel, Inc., Harris Financial Corp. and Phoenix Investment Partners, LTD., dated as of March 28, 
2006 (incorporated by reference Exhibit 6.01 of the Schedule 13D, filed January 12, 2009 by Bank of 
Montreal, Harris Financial Corp. and Harris Bankcorp, Inc.). 


Strategic Partnership Agreement by and between Harris Investment Management, Inc. and Phoenix 
Investment Counsel, Inc., dated as of March 28, 2006 (incorporated by reference to Exhibit 6.02 of 
the Schedule 13D, filed January 12, 2009 by Bank of Montreal, Harris Financial Corp. and Harris 
Bankcorp, Inc.). 


Form of Non-Qualified Stock Option Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.4 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Restricted Stock Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.5 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Performance Share Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.30 of the Registrant’s Quarterly 
Report on Form 10-Q, filed August 5, 2011). 


Amended and Restated Credit Agreement, dated as of September 10, 2012 among Registrant, as 
Borrower, the lenders party thereto, PNC Bank, National Association, as Syndication Agent, and The 
Bank of New York Mellon, as Administrative Agent, as Swingline Lender and as Issuing Bank (the 
“Credit Agreement’) (incorporated by reference to Exhibit 10.1 of the Registrant’s Quarterly Report 
on Form 10-Q, filed November 7, 2012). 
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Exhibit 
Number 


10.18 


10.19 


10.20 


10.21 


10.22 


10.23 


10.24 


10.25 


*10.26 


*10.27 


10.28 


*10.29 


(21) 
21.1 
(23) 


Exhibit Description 


Credit Agreement among the Registrant, as Borrower, the lenders party thereto and The Bank of New 
York Mellon as Administrative Agent, Issuing Bank and Lead Arranger, dated as of September 1, 
2009 (incorporated by reference to Exhibit 10.21 of the Registrant’s Annual Report on Form 10-K, 
filed March 1, 2011). 


Amendment No. 1, dated as of July 8, 2010, to the Credit Agreement, dated as of September 1, 2009, 
among the Registrant, as Borrower, the lenders party thereto and The Bank of New York Mellon, as 
Administrative Agent, Issuing Bank and Lead Arranger (incorporated by reference to Exhibit 10.1 of 
the Registrant’s Current Report on Form 8-K, filed July 13, 2010). 


Amendment No. 2, dated as of August 2, 2010, to the Credit Agreement, dated as of September 1, 
2009, among the Registrant, as Borrower, the lenders party thereto and The Bank of New York 
Mellon, as Administrative Agent, Issuing Bank and Lead Arranger (incorporated by reference to 
Exhibit 10.2 of the Registrant’s Quarterly Report on Form 10-Q, filed August 6, 2010). 


Amendment No. 3 and Waiver No. 1, dated as of October 27, 2011, to the Credit Agreement, dated 
as of September 1, 2009, among the Registrant, as Borrower, the lenders party thereto and The Bank 
of New York Mellon, as Administrative Agent, Issuing Bank and Lead Arranger (incorporated by 
reference to Exhibit 10.30 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2012). 


Guarantee Agreement among the Registrant, each of the subsidiary guarantors party thereto and The 
Bank of New York Mellon, as Administrative Agent, dated as of September 1, 2009 (incorporated by 
reference to Exhibit 10.24 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2011). 


Reaffirmation of Guarantee among the Registrant as Borrower, each of the subsidiary guarantors 
party thereto and the Bank of New York Mellon, as Administrative Agent, as Swingline Lender and 
as Issuing Bank under the Credit Agreement (incorporated by reference to Exhibit 10.2 of the 
Registrant’s Quarterly Report on Form 10-Q, filed November 7, 2012). 


Security Agreement among the Registrant, each of the other grantors party thereto and The Bank of 
New York Mellon, as Administrative Agent, dated as of September 1, 2009 (incorporated by 
reference to Exhibit 10.25 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2011). 


Amendment No. 1, dated as of September 10, 2012, to the Security Agreement, dated as of 
September 1, 2009, among the Registrant, as Borrower, each of the subsidiary guarantors party 
thereto, and the Bank of New York Mellon, as Administrative Agent under the Credit Agreement 
(incorporated by reference to Exhibit 10.3 of the Registrant’s Quarterly Report on Form 10-Q, filed 
November 7, 2012). 


Form of Indemnity Agreement (incorporated by reference to Exhibit 10.4 to the Registrant’s 
Quarterly Report on Form 10-Q, filed November 4, 2009). 


Offer Letter from the Registrant to Jeffrey T. Cerutti dated May 18, 2010 (incorporated by reference 
to Exhibit 10.27 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2011). 


Conversion and Voting Agreement, dated as of October 27, 2011, between BMO, Inc. (f/k/a Harris 
Bankcorp, Inc.) and the Registrant (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Current Report on Form 8-K, filed November 2, 2011). 


Offer Letter from the Registrant to Mark S. Flynn dated December 9, 2010 (incorporated by 
reference to Exhibit 10.31 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2012). 


Subsidiaries of the Registrant 
Virtus Investment Partners, Inc., Subsidiaries List. 


Consents of Experts and Counsel 
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Exhibit 
Number 


23.1 
(24) 
24.1 
31.1 


31.2 


101** 


Exhibit Description 


Consent of Independent Registered Public Accounting Firm. 
Power of Attorney 
Power of Attorney. 


Certifications of Registrant’s Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certifications of Registrant’s Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certifications of Registrant’s Chief Executive Officer and Chief Financial Officer pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002. 


The following information formatted in XBRL (Extensible Business Reporting Language): (1) 
Consolidated Balance Sheets as of December 31, 2012 and December 31, 2011, (ii) Consolidated 
Statements of Operations for the years ended December 31, 2012, 2011 and 2010, (111) Consolidated 
Statements of Cash Flows for the years ended December 31, 2012, 2011 and 2010, (iv) Consolidated 
Statements of Changes in Stockholders’ Equity for the years ended December 31, 2012, 2011 and 
2010 and (iv) Notes to Consolidated Financial Statements. 


Management contract, compensatory plan or arrangement. 


** Tn accordance with Rule 406T of Regulation S-T, the interactive data files in Exhibit 101 to this Annual 
Report on Form 10-K shall not be deemed to be “filed” for purposes of Section 18 of the Exchange Act, or 
otherwise subject to the liability of that section, and shall not be deemed “filed” or part of any registration 
statement or prospectus filed for purposes of Section 11 or 12 of the Securities Act or the Exchange Act, 
except as shall be expressly set forth by specific reference in such filing. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Dated: March 1, 2013 


Virtus Investment Partners, Inc. 


By: /s/_ _MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President 
Chief Financial Officer 
(Principal Financial and Accounting Officer) 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities indicated as of March 1, 2013. 


* /s/ GEORGE R. AYLWARD 
Mark C. Treanor George R. Aylward 
Director and Non-Executive Chairman President, Chief Executive Officer and Director 


(Principal Executive Officer) 


James R. Baio Susan S. Fleming 
Director Director 
* * 
Diane M. Coffey Hugh M. S. McKee 
Director Director 
sk 


Timothy A. Holt 
Director 


ok 


Edward M. Swan, Jr. 
Director 
/S/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Chief Financial Officer 
(Principal Financial and Accounting Officer) 


* Pursuant to Power of Attorney (filed herewith) 


/s/_ GEORGE R. AYLWARD 


By: George R. Aylward 
Attorney-In-Fact 
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Report of Independent Registered Public Accounting Firm 
To the Board of Directors and Stockholders of Virtus Investment Partners, Inc.: 


In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of 
operations, comprehensive income, changes in stockholders’ equity and comprehensive income and cash flows 
present fairly, in all material respects, the financial position of Virtus Investment Partners, Inc. and its 
subsidiaries at December 31, 2012 and December 31, 2011, and the results of their operations and their cash 
flows for each of the three years in the period ended December 31, 2012 in conformity with accounting principles 
generally accepted in the United States of America. Also in our opinion, the Company maintained, in all material 
respects, effective internal control over financial reporting as of December 31, 2012, based on criteria established 
in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission (COSO). The Company’s management is responsible for these financial statements, for 
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of 
internal control over financial reporting, included in Management’s Report on Internal Control over Financial 
Reporting under Item 9A. Our responsibility is to express opinions on these financial statements and on the 
Company’s internal control over financial reporting based on our integrated audits. We conducted our audits in 
accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial 
statements are free of material misstatement and whether effective internal control over financial reporting was 
maintained in all material respects. Our audits of the financial statements included examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles 
used and significant estimates made by management, and evaluating the overall financial statement presentation. 
Our audit of internal control over financial reporting included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and 
operating effectiveness of internal control based on the assessed risk. Our audits also included performing such 
other procedures as we considered necessary in the circumstances. We believe that our audits provide a 
reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


/s/ PricewaterhouseCoopers LLP 


Boston, Massachusetts 
March 1, 2013 


Virtus Investment Partners, Inc. 


Consolidated Balance Sheets 


December 31, December 31, 


2012 2011 
($ in thousands, except share data) 
Assets 
Current Assets 
Cashi and: Cash 6quivalents «cc ssc sal ghuntedsa Gee Foye edeaeeed ae eed sae eaind $ 63,432 $ 45,267 
Cash and cash equivalents of consolidated sponsored investment products ............. 14 — 
Trading securities, at fair value... 2... eect eee e eens 12,392 12,526 
Available-for-sale securities, at fair value... 1... ce ete eens 2,656 2,469 
Investments of consolidated sponsored investment products ................0..00005 43,227 —_— 
Accounts:téceivable; Met s.4. cc chins dye eae Ped eae Ap wel heh deen daeteeatneae eects aeons 37,328 27,089 
Deferreditaxese Net... 4x65, wits dens ween ee Ma aeae Ay aces alee Lo hath wa Lo wea pada 1,143 1,593 
Prepaid expenses.and otherdssets......06 404 cakcasa ences ia eh eee deees awed eaaud 3,951 3,651 
Other current assets of consolidated sponsored investment products .................. 683 — 
TMOtalGUTHENt ASSES: ‘eset sch esac dceey: Siren acco. thecha god he wake he Sal adn Ade ea See eel eS 164,826 92,595 
Furniture, equipment, and leasehold improvements, net ........... 0.0. c cece ee eee eee 7,788 5,453 
Tita sible ASSEtS; MEL josgisa fea usiclaugsa laspaendaydesoanwencidunchureesuonartuarg dies bome¥andebed datuesa. ahha anh rscauseldubonteen 48,711 52,096 
GOOG VAM teste. ect eae es screech ons as etd ont he bencan tesa a crsdecclastiesntudgat ua dait pousastreaedttesciauten atest osenceseaenectnedenmice 5,260 4,795 
WISHES TAKES NSE 208 focns.e dacland aces sretaneieeis st aePaindyseeusesvendeuiaacateveinedt Sictanten Gosia atatec sheet duaiseats 95,780 122,099 
Long-term investments ($2,970 and $2,826 at fair value, respectively) and other assets ...... 10,384 9,341 
POUAL ASSOES 5. face ins, crit tecle eo sAacti su ttc Bates teesateuk- ti aes ivand. Su tls Rue geotiaaear atin dee sue aueueties $ 332,749 $ 286,379 
Liabilities and Stockholders’ Equity 
Current Liabilities 
Accrued compensation and benefits ........ 0... cece ene $ 41,252 $ 31,171 
ANCCOUNES PAYADIS? 5,22 5 duces acetgnacate.onia shee andorpatics ecagca aR avenboght dh lectemlensig 4 Buin Relat aod unin fae 7,842 5,031 
Other accriied Viabilities oa. ce kee eye So enen cece esc de neds ae  gubcbtase louie cave, ¢. ayaa yess gre bane aie 7,048 5,661 
Other current liabilities of consolidated sponsored investment products ............... 17 — 
Broker-dealer’ payable 4.5..ucc0udegsvare aed poe LesaeS a etekoee ate sa wee Saweee 6,152 4,794 
Total: current labilatese. .5-::soschoss Soe acdsee pus aes dedlaedesim ange Auteysciriacoub atardcapsieon aut awk tens 62,411 46,657 
TONS =P ASE vai eas- a feas, seve ie forty Nemec upstart somunebe taceien tuted sduanidedereopcsciguitys tales esterday buaehte Missy Rudy iedeandts 15,000 15,000 
Lease obligations and other long-term liabilities ......... 0.0.0... ec cee eee eee 7,704 6,350 
MoOtal Wabiltesy, 4. ¥ Mss Meisels seh soya Saw lemsndeseoayoud.dassidatodoase Mutua Humdoiteaes eabearsetiee wvedatidious tc 85,115 68,007 
Commitments and Contingencies (Note 10) 
Redeemable noncontrolling interests ..... 2.0... 0 cece cette eee eee 3,163 — 
Series B redeemable convertible preferred stock (stated at liquidation value), $.01 par value, 
45,000 shares authorized, 35,217 shares issued and outstanding, at December 31, 2011 .... — 35,217 
Stockholders’ Equity: 
Equity attributable to stockholders: 
Common stock, $0.01 par value, 1,000,000,000 shares authorized; 8,071,674 shares issued and 
7,826,674 shares outstanding at December 31, 2012 and 6,343,295 shares issued and 
6,188,295 shares outstanding at December 31, 2011 «0.2.0... 0 eee eee eee 81 63 
Additional paid-in capital. ...0cc0ce0s0s eee eeeaehae ends adeno d Cee ada eaa oe 942,825 909,983 
Accumulated deficit) \scss:.c4-5.4.¢ deadseteeacane bd gprdae bods ww a dened GBA RE BOER eS Berd (680,411) (718,083) 
Accumulated other comprehensive loss ....... 2.0.0.0 cece eee teens (287) (14) 
Treasury stock, at cost, 245,000 and 155,000 shares at December 31, 2012 and December 31, 
201. 1 TESPECHVELY...c ss. caw Savanna eld peek GE doteecaere A Pee aaee date a ene heute eae (17,734) (8,794) 
Total equity attributable to stockholders ............ 0.0... c eee eee ee 244,474 183,155 
Noncontrolling interest ....005 000 604 sense cee pee cod cule eee be es eens eu eee Bee gee (3) — 
Totalequity (.:234.2.6.d..80 adherend nboa dve Gana ged leet had dee ee be 244,471 183,155 
Total liabilities and stockholders’ equity .................00 00002005 $ 332,749 $ 286,379 


See Notes to Consolidated Financial Statements 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Operations 


Years Ended December 31, 


2012 2011 2010 
($ in thousands, except per share data) 
Revenues 
Investment management fees ............ 00.0 cece ect eens $187,875 $ 135,063 $ 97,996 
Distribution and service fees .... 0.0... cee eee eens 56,866 43,792 29,572 
Administration and transfer agent fees... 0.0... eee eee eee 33,779 23,878 15,324 
Other income-and fees. en34...5. bbb eae ede haa wee geo daewod bauer eaens 1,566 1,919 1,664 
Total TEVEMUCS: 265.33 cs-6crcde ds de digy og edi ke Bowe be db Guae & Ghul diving alas dee auass 280,086 204,652 144,556 
Operating Expenses 
Employment expenses: cscs5cceG aed eGiee ended fees pbiaweulea ese be ee 105,571 92,543 65,234 
Distribution and administration expenses .......... 0.0. c ce eee eee eee 72,210 60,176 33,205 
Other operating expenses ... 1.0... 0... eee eee eee 34,017 30,157 28,282 
Other operating expenses of consolidated sponsored investment products .. . 315 —_— — 
Restructuring and severance ....... 0... eect eee eee 1,597 2,008 1,635 
Depreciation and other amortization... 2.2... 0.0... cee eee eee eee 1,810 1,847 2,007 
AMOTUZAtION: EXPENSE? 5. siege Gage swale oa eee Pade op mloaceay an eacegs eee gba 4,121 4,018 4,922 
Total operating expenses «oc ses ea ese eed ee nee ews 219,641 190,749 = 135,285 
Operating Income .................. 0. cece teens 60,445 13,903 9,271 
Other Income (Expense) 
Realized and unrealized gain (loss) on trading securities, net ............. 1,891 (256) 1,131 
Realized and unrealized gain on investments of consolidated sponsored 
investment products, net ........ eee eee eee eae 2,072 — — 
Other (expense) nCOme, NEC ois see sond dee ied ae ne ow Sane eee ee tes (38) (194) 77 
Total other income (expense), net. .... 2... eee eee eee 3,925 (450) 1,208 
Interest Income (Expense) 
Interest EXPeNS:...626hdec iw eRe bare cade ed esa Cee Oe ee oe (854) (782) (983) 
Interest and dividend income ........... 0.0.0 c cece eee eens 710 321 659 
Interest and dividend income of investments of consolidated sponsored 
investment prodUct$ so... 606 Vee eee eed eee Eee ee eed 577 — — 
Total interest income (expense), net ..... 2... . eee eee eee 433 (461) (324) 
Income Before Income Taxes ..................0 000 cece ene 64,803 12,992 10,155 
Income tax expense (benefit) 2.2.0.0... eee ee eens 27,030 (132,428) 513 
Net INCOME. -.. ssi snes 2dbd toll dg oh ade ea wield & a eoawadd aiblge eed tere Steet Palas 37,773 145,420 9,642 
Noncontrolling interests 2.0.0... 0... cece cect (101) — — 
Preferred stockholder dividends .............. 0. ccc cece eee eens — (9,482) (3,289) 
Allocation of earnings to preferred stockholders .................0.000- (64) (24,260) (1,144) 
Net Income Attributable to Common Stockholders .................. $ 37,608 $111,678 $ 5,209 
Earnings (Loss) per share—Basic ............ 00.00.00 eee eee eee ee $ 487 $ 17.98 $ 0.87 
Earnings (Loss) per share—Diluted ................ 0.0.00 eee eee $ 466 $ 1634 $ 0.81 
Weighted Average Shares Outstanding—Basic (in thousands) ......... 7,727 6,211 6,014 
Weighted Average Shares Outstanding—Diluted (in thousands) ....... 8,073 6,834 6,437 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Comprehensive Income 


Years Ended December 31, 


2012 2011 2010 
($ in thousands) 
Net Incomes os. 62.4600: ios eet ae oobi 8s 148 Hate dhe A Gea OEE a ERA ESS $37,773 $145,420 $ 9,642 
Other comprehensive income (loss), net of tax: 
Unrealized (loss) gain on available-for-sale securities, net of tax of $81 for 
the year ended December 31, 2012... 1... eee ee (273) 294 (163) 
Other comprehensive (loss) income ............. 0c eee eee ee eee (273) 294 (163) 
Comprehensive INCOME s.....006.caea ee tas SOS RES bee we ee 37,500 145,714 9,479 
Comprehensive income attributable to noncontrolling interests .............. (101) — —_— 
Preferred stockholder dividends .......... 0.0.0. cece eee teens — (9,482) (3,289) 
Allocation of comprehensive income to preferred stockholders .............. (64) (24,260) (1,144) 
Comprehensive income attributable to common stockholders ................ $37,335 $111,972 $5,046 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements Cash Flows 


($ in thousands) 
Cash Flows from Operating Activities: 
INGt INCOME: « i4:n ais chewed Sao aoe haute ca aria anh bao bale eaealdidene ains 
Net income attributable to noncontrolling interests .............. 0. cece eee eee ee 
Adjustments to reconcile net income to net cash provided by operating activities: 
Depreciation and other amortization ......... 0... ccc eee eee nee 
Intangible asset amortization ...... 2.0... ect tte eenee 
Stock-based compensation ....... 0.0.0.0 c cece cece eee eee ee 
Excess tax benefit from stock-based compensation ................000 eee ee 
Amortization of deferred commissions ........... 0.0000 cece ee eee eee 
Payments of deferred commissions ............ 000 cee eee cece eens 
Equity in earnings of affiliates, net of dividends ................ 0.0.00 eae 
Realized and unrealized (gains) losses on trading securities ...............0. 
Realized and unrealized gains on investments of consolidated sponsored 
investment Products: .:.6-2.0c4 eee ee eeaeeadbaneans saealnayle Shy 
Sale (purchase) of trading securities, net .... 0.0.0... eee eee ee 
Purchase of investments by consolidated sponsored investment products, net ... 
Deferred 1NCOMENAXES. ..65 cain wns eaves Cases eee RoC Ea he we 
Changes in operating assets and liabilities: 
Accounts:récetvable (5... ¢.cau.cdswucagneesdedaddau ee sewed cakes 
Prepaid expenses and other assets .......... 0.0 c cece eee ee eee eee 
Accounts payable and accrued liabilities ........... 0.0.00 c eee eee 
Other Mab ies aio, Sis cesna. hey 5 deyscb tay Mae Meknde del deeadsaile dona bamtebatidecinlicelisad sade 


Net cash provided by operating activities....................000. 


Cash Flows from Investing Activities: 
Capitalexpenditures®; 42.5.9 scentewieeiiabies bowie eae e ere eee ees 
Purchase of investment management contracts ............. 0.00 cece ee eae 
Purchase of available-for-sale securities 1.0.0.0... 00... cee eee eee eee 
ACQUISITIONS 5.5.4.5. cip id eo dares BRS GS. G ede aged Meena Re deh Gated ak eaters 


Net cash used in investing activities ....... 00... cee eee eee eee 


Cash Flows from Financing Activities: 
Contingent consideration paid for acquired investment management contracts .. 
Preferred stock dividends paid ...... 0.0.0... cee eee cect ene 
Repurchase of common shares .......... 0.00: eee cee eee eee eee eens 
Proceeds from exercise of stock options ........... 000 cee cece eee nee 
Payment of deferred financing costs ........ 0.0.0 cece tee eee 
Taxes paid related to net share settlement of restricted stock units ............ 
Excess tax benefit from stock-based compensation .............0.0000 eeu 
Contributions of noncontrolling interests ........... 0.000. c cece eee eee eee 


Net cash used in financing activities ........ 0.0.0... eee eee 


Net increase in cash and cash equivalents ......... 0.0... cece cece 
Cash and cash equivalents, beginning of period............ 0.0... ccc eee eee 


Cash and Cash Equivalents, end of period 


Supplemental Cash Flow Information: 
Interest paid” .ae4.25.otscheed Geeoee eee bios oha ened beans bane eee 
Income: taxes paid: Net. ..di<.2.34-nadced-aieerda needed aaa Lee eee 
Non-Cash Investing Activities: 
Purchase of investment management contracts ............. 0.000. c eee eee 
Accrual for capital expenditures ....... 00... eee eee nee 


See Notes to Consolidated Financial Statements 
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Years Ended December 31, 


2012 2011 2010 
$ 37,672 $145,420 $ 9,642 
101 = _ 
1,810 1,847 2,007 
4,388 4,018 4,922 
6,927 5,625 3,894 
(89) — — 
10,715 8,874 5,053 
(10,868) (11,392) (5,636) 
— 223 (48) 
(1,891) 256 ~— (1,131) 
(2,072) — — 
2,025 (4,425) 429 
(41,155) = = 
26,689 (132,477) 46 
(9,585) (5,953) (1,736) 
(1,145) (945) 650 
14,080 13,047 4,217 
2,216 (468) (165) 
39,818 23,650 22,144 
(3,782) (743) (323) 
(350) (3,068) (1,419) 
(379) (259) (118) 
(656) = = 
(5,167) (4,070) (1,860) 
(665) (789) = 
— (10,186) (3,404) 
(8,940) (7,870) (924) 
2,636 1,345 146 
(700) (41) (367) 
(11,951) (720) (407) 
89 = = 
3,059 = = 
(16,472) (18,261) (4,956) 
18,179 1,319 15,328 
45,267 43,948 28,620 
$ 63,446 $ 45,267 $43,948 
$ 415 §$ 362 $ 472 
$ 74 $ 427 $ 679 
$ 435 §$ —  $ 2,100 
$ 390 $ —- $ — 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements 


1. Organization and Business 


29 66 99 66. 29 66 


Virtus Investment Partners, Inc. (the “Company,” “we,” “us,” “our” or “Virtus”), a Delaware corporation, 
operates in the investment management industry through its wholly-owned subsidiaries. 


The Company provides investment management and related services to individual and institutional clients 
throughout the United States of America. Retail investment management services (including administration 
services) are provided to individuals through products consisting of open-end mutual funds, closed-end funds, 
variable insurance funds and separately managed accounts. Separately managed accounts are offered to high net- 
worth individuals and include intermediary programs that are sponsored and distributed by unaffiliated broker- 
dealers, and individual direct managed account investment services that are sold and administered by the 
Company. Institutional investment management services are provided primarily to corporations, multi-employer 
retirement funds, public employee retirement systems, foundations and endowments and special purpose funds. 


As of December 31, 2011, a subsidiary of the Bank of Montreal (“BMO”), owned 100% of the Company’s 
outstanding shares of Series B Convertible Preferred Stock (the “Series B’”’). On January 6, 2012, all of the 
outstanding shares of the Series B were converted into 1,349,300 shares of the Company’s common stock. 


2. Summary of Significant Accounting Policies 


The Company’s significant accounting policies, which have been consistently applied, are as follows: 


Principles of Consolidation and Basis of Presentation 


The Company’s consolidated financial statements have been prepared in conformity with accounting 
principles generally accepted in the United States of America (“GAAP”). The condensed consolidated financial 
statements include the accounts of the Company, its wholly-owned subsidiaries and sponsored investment 
products in which it has a controlling financial interest. The Company is generally considered to have a 
controlling financial interest when it owns a majority of the voting interest in an entity or otherwise has the 
power to govern the financial and operating policies of the subsidiary. See Note 19 for additional information 
related to the consolidation of sponsored investment products. Material intercompany accounts and transactions 
have been eliminated. The Company also evaluates for consolidation any variable interest entities (“VIEs”’) in 
which the Company is the primary beneficiary. A VIE is an entity in which either (a) the equity investment at 
risk is not sufficient to permit the entity to finance its own activities without additional financial support or 
(b) the group of holders of the equity investment at risk lack certain characteristics of a controlling financial 
interest. The primary beneficiary is the entity that has the obligation to absorb a majority of the expected losses 
or the right to receive the majority of the residual returns. The Company evaluates whether entities in which it 
has an interest are VIEs and whether the Company is the primary beneficiary of any VIEs identified in its 
analysis. 


Reclassifications 


Certain amounts in the prior years’ financial statements have been reclassified to conform to the current 
year’s presentation. 


Noncontrolling Interest 


Noncontrolling interests related to certain consolidated sponsored investment products are classified as 
redeemable noncontrolling interests because investors in these funds may request withdrawals at any time. 


F-8 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


Use of Estimates 


The preparation of the consolidated financial statements requires management to make certain estimates and 
assumptions that affect the reported amounts of assets and liabilities and the disclosures of contingent assets and 
liabilities at the dates of the consolidated financial statements and the reported amounts of revenue and expenses 
during the reporting periods. Management believes the estimates used in preparing the consolidated financial 
statements are reasonable and prudent. Actual results could differ from those estimates. 


Segment information 


Accounting Standards Codification (“ASC”) 280, Segment Reporting, establishes disclosure requirements 
relating to operating segments in annual and interim financial statements. Business or operating segments are 
defined as components of an enterprise about which separate financial information is available that is regularly 
evaluated by the chief operating decision maker in deciding how to allocate resources and assess performance. 
The Company operates in one business segment, namely as an asset manager providing investment management 
and distribution services for individual and institutional clients. The Company’s Chief Executive Officer and 
Chief Financial Officer are the Company’s chief operating decision makers. Although the Company does make 
some disclosure regarding assets under management and other asset flows by product, the Company’s 
determination that it operates in one business segment is based on the fact that the same investment and 
operational resources support multiple products, they have the same regulatory framework and that the 
Company’s chief operating decision makers review the Company’s financial performance at a consolidated level. 
All of the products and services provided relate to investment management and are subject to a similar regulatory 
framework and environment. Investment organizations within the Company are generally not aligned with 
specific product lines. Investment professionals may manage both retail and institutional products. 


Cash and Cash Equivalents 


Cash and cash equivalents consist of cash in banks and highly liquid money market mutual fund 
investments. 


Marketable Securities 


Marketable securities consist of investments in the Company’s sponsored mutual funds and other publicly 
traded securities which are carried at fair value in accordance with ASC 320, Investments — Debt and Equity 
Securities. Marketable securities transactions are recorded on a trade date basis. Mutual fund investments held by 
the Company’s broker-dealer subsidiary are classified as assets held for trading purposes. The Company provides 
the initial capital to funds or separately managed account strategies for the purpose of creating investment 
performance track records. For the year ended December 31, 2012, the Company recognized a realized gain of 
$0.4 million. For the year ended December 31, 2011, the Company recognized a realized loss of less than $(0.1) 
million and for the year ended December 31, 2010, the Company recognized realized gains of $0.3 million. Other 
mutual fund investments held by the Company are considered to be available-for-sale, with any unrealized 
appreciation or depreciation, net of income taxes, reported as a component of accumulated other comprehensive 
income in stockholders’ equity. Marketable securities are marked to market based on the respective publicly 
quoted net asset values of the funds or market prices of the equity securities or bonds. 


On a quarterly basis, the Company conducts reviews to assess whether other-than-temporary impairment 
exists on its available-for-sale marketable securities. Other-than-temporary declines in value may exist when the 
fair value of a marketable security has been below the carrying value for an extended period of time. If an other- 
than-temporary decline in value is determined to exist, the unrealized investment loss, net of tax is recognized in 
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Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


the consolidated statements of operations in the period in which the other-than-temporary decline in value occurs, 
as well as an accompanying permanent adjustment to accumulated other comprehensive income. 


Deferred Commissions 


Deferred commissions, which are included in long-term investments and other assets, are commissions paid 
to broker-dealers on sales of mutual fund shares. Deferred commissions are recovered by the receipt of monthly 
asset-based distributor fees from the mutual funds or contingent deferred sales charges received upon redemption 
of shares within one to five years, depending on the fund share class. The deferred costs resulting from the sale of 
shares are amortized on a straight-line basis over a one to five-year period, depending on the fund share class, or 
until the underlying shares are redeemed. Deferred commissions are periodically assessed for impairment and 
additional amortization expense is recorded, as appropriate. 


Furniture, Equipment and Leasehold Improvements, Net 


Furniture, equipment and leasehold improvements are recorded at cost. Depreciation is computed using the 
straight-line method over the estimated useful lives of 3 to 10 years for furniture and office equipment, and 3 to 5 
years for computer equipment and software. Leasehold improvements are depreciated over the shorter of the 
remaining estimated lives of the related leases or lives of the improvements. Major renewals or betterments are 
capitalized and recurring repairs and maintenance are expensed as incurred. Leasehold improvements that are 
funded upfront by a landlord and are constructed for the benefit of the Company are recorded at cost and 
depreciated on a straight-line basis over the minimum term of the lease and a corresponding lease incentive 
liability in the same amount is also recorded and amortized over the same period. 


Leases 


The Company currently leases office space and equipment under various leasing arrangements. Leases are 
classified as either capital leases or operating leases, as appropriate. Most lease agreements are classified as 
operating leases and contain renewal options, rent escalation clauses or other inducements provided by the lessor. 
Rent expense under non-cancelable operating leases with scheduled rent increases or rent holidays is accounted 
for on a straight-line basis over the lease term, beginning on the date of initial possession or the effective date of 
the lease agreement. The amount of the excess of straight-line rent expense over scheduled payments is recorded 
as a deferred liability. Build-out allowances and other such lease incentives are recorded as deferred credits, and 
are amortized on a straight-line basis as a reduction of rent expense beginning in the period they are deemed to be 
earned, which generally coincides with the effective date of the lease. 


Intangible Assets and Goodwill 


Definite-lived intangible assets are comprised of acquired investment advisory contracts. These assets are 
amortized on a straight-line basis over the estimated useful lives of such assets, which range from | to 16 years. 
Definite-lived intangible assets are evaluated for impairment on an ongoing basis under GAAP whenever events 
or circumstances indicate that the carrying value of the definite-lived intangible asset may not be fully 
recoverable. The Company determines if impairment has occurred by comparing estimates of future 
undiscounted cash flows to the carrying value of assets. Assets are considered impaired, and impairment is 
recorded, if the carrying value exceeds the expected future undiscounted cash flows. 


Goodwill represents the excess of the purchase price of acquisitions and mergers over the identified net 


assets and liabilities acquired. In accordance with ASC 350, Goodwill and Other Intangible Assets, goodwill is 
not being amortized. A single reporting unit has been identified for the purpose of assessing potential future 
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Notes to Consolidated Financial Statements—(Continued) 


impairments of goodwill. An impairment analysis of goodwill is performed annually or more frequently, if 
warranted by events or changes in circumstances affecting the Company’s business. In September 2011, the 
Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2011-08, 
Testing Goodwill for Impairment (the revised standard) which amends the rules for testing goodwill for 
impairment. Under the new rules, an entity has the option to first assess qualitative factors to determine whether 
the existence of events or circumstances leads to a determination that it is more likely than not that the fair value 
of a reporting unit is less than its carrying amount. If, after assessing the totality of events or circumstances, an 
entity determines it is not more likely than not that the fair value of a reporting unit is less than its carrying 
amount, then performing the two-step impairment test is unnecessary. We early adopted ASU 2011-08 for our 
2011 annual goodwill impairment test. 


Indefinite-lived intangible assets are comprised of acquired, closed-end fund investment advisory contracts. 
These assets are tested for impairment annually and when events or changes in circumstances indicate the assets 
might be impaired. Our fiscal 2012 and 2011 annual indefinite-lived intangible assets impairment analyses did 
not result in any impairment charges. 


In July 2012, the FASB issued ASU No. 2012-02, Testing Indefinite-Lived Intangible Assets for 
Impairment. The standard provides entities with an option to perform a qualitative assessment of indefinite-lived 
intangible assets other than goodwill for impairment to determine if additional impairment testing is necessary. 
The standard is effective for annual and interim impairment tests performed for fiscal years beginning after 
September 15, 2012, however early adoption is allowed. The Company has adopted this ASU as of 
September 30, 2012. 


Treasury Stock 


Treasury stock is accounted for under the cost method and is included as a deduction from equity in the 
Stockholders’ Equity section of the Consolidated Balance Sheets. Upon any subsequent resale, the treasury stock 
account is reduced by the cost of such stock using the average cost method. 


In the fourth quarter of 2010, the Company implemented a share repurchase program allowing for the 
repurchase of up to 350,000 shares of the Company’s common stock. Under the terms of the program, the 
Company may repurchase its common stock from time to time in its discretion through open market repurchases 
and/or privately negotiated transactions, depending on price and prevailing market and business conditions. The 
program is intended to return capital to shareholders and to generally offset shares issued under equity-based 
plans. The program may be suspended or terminated at any time and the authorization for the program expires 
three years from inception. As of December 31, 2012, the Company has repurchased a total of 245,000 common 
shares for $17.7 million. 


Collateralized Debt and Loan Obligations 


At December 31, 2012 and 2011, our affiliates serve as the collateral managers for structured finance 
products, such as collateralized loan obligations and collateralized bond obligations, collectively referred to as 
collateralized debt obligations (“CDOs’’). The CDOs, which are investment trusts, had aggregate assets of $0.7 
billion, $1.0 billion and $1.0 billion at December 31, 2012, 2011 and 2010, respectively, which were primarily 
invested in a variety of fixed income securities. The CDOs reside in bankruptcy remote, special purpose entities 
in which the Company provides neither recourse nor guarantees. The Company has determined that it is not the 
primary beneficiary of these VIEs as defined by ASC 810, Consolidation. Accordingly, the Company’s financial 
exposure to these CDOs is limited only to the collateral investment management fees it earns, which totaled $2.5 
million, $3.3 million and $4.6 million for the years ended December 31, 2012, 2011 and 2010, respectively. 
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Notes to Consolidated Financial Statements—(Continued) 


Revenue Recognition 


Investment management fees, distribution and service fees and administration and transfer agent fees are 
recorded as revenue during the period in which services are performed. Investment management fees are earned 
based upon a percentage of assets under management, and are paid pursuant to the terms of the respective 
investment management contracts, which generally require monthly or quarterly payment. Management fees for 
structured finance products, such as CLOs and CDOs, that accrue as services are rendered, but are subordinate to 
other interests and payable only if certain financial criteria of the underlying collateral are met, are recorded as 
revenue when the structured finance products are in compliance with required financial criteria and collectability 
is reasonably assured. 


The Company accounts for investment management fees in accordance with ASC 605, Revenue 
Recognition, and has recorded its management fees net of fees paid to unaffiliated advisors. Amounts paid to 
unaffiliated advisors for the years ended December 31, 2012, 2011 and 2010 were $53.7 million, $36.4 million 
and $24.0 million, respectively. 


Distribution and service fees are earned based on a percentage of assets under management and are paid 
monthly pursuant to the terms of the respective distribution and service fee contracts. Underwriter fees are sales- 
based charges on sales of certain class A-share mutual funds. 


Administration and transfer agent fees consist of fund administration fees, transfer agent fees and fiduciary 
fees. Fund administration fees are earned based on the average daily assets in the funds. Transfer agent fees are 
earned based on the average daily assets in the funds. Fiduciary fees are recorded monthly based on the number 
of 401(k) accounts. The Company utilizes outside service providers to perform some of the functions related to 
fund administration and transfer agent services. 


Other income and fees consist primarily of redemption income on the early redemption of class B, C, and T- 
share mutual funds and brokerage commissions and fees earned for distribution of nonaffiliated products. 
Commissions earned (and related expenses) are recorded on a trade date basis and are computed based upon 
contractual agreements. 


Advertising and Promotion 


The Company expenses all advertising and promotion costs as incurred. Advertising and promotional 
expense was $0.5 million, $0.3 million and $0.2 million for the years ended December 31, 2012, 2011 and 2010, 
respectively, and are classified in other operating expense in the Consolidated Statements of Operations. 


Stock-based Compensation 


The Company accounts for stock-based compensation expense in accordance with ASC 718, 
Compensation—Stock Compensation, which requires the measurement and recognition of compensation expense 
for share-based awards based on the estimated fair value on the date of grant. The fair value of each option award 
is estimated on the date of grant using the Black-Scholes option valuation model. The Black-Scholes option 
valuation model incorporates assumptions as to dividend yield, volatility, an appropriate risk-free interest rate 
and the expected life of the option. 


Restricted stock units (“RSUs”) are stock awards that entitle the holder to receive shares of the Company’s 
common stock as the award vests over time. The fair value of each restricted stock unit award is estimated using 
the intrinsic value method which is based on the fair market value price on the date of grant. Compensation 
expense for restricted stock awards is recognized ratably over the vesting period on a straight-line basis. 
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Income Taxes 


Significant judgment is required in determining the provision for income taxes and, in particular, any 
valuation allowance recorded against our deferred tax assets. Our methodology for determining the realizability 
of deferred tax assets involves estimates of future taxable income from our operations and consideration of 
available tax planning strategies and actions that would be implemented by us, if necessary, as well as the 
expiration dates and amounts of carryforwards related to net operating losses and capital losses. These estimates 
are projected through the life of the related deferred tax assets based on assumptions that we believe to be 
reasonable and consistent with demonstrated operating results. The projection also includes consideration of the 
reversal of deferred tax liabilities that are in the same period and jurisdiction and are of the same character as the 
temporary differences that gave rise to the deferred tax assets. Changes in future operating results not currently 
forecasted may have a significant impact on the realization of deferred tax assets. During 2011, the Company 
determined that historical operating results and future projections gave rise to sufficient positive evidence to 
conclude that it is more likely than not that a substantial portion of its deferred tax assets are realizable. 


Uncertain tax positions taken by the Company are accounted for under ASC 740, Income Taxes, which may 
require certain benefits taken on a tax return to not be recognized in the financial statements when there is the 
potential for certain tax positions to be successfully challenged by the taxing authorities. 


Comprehensive Income 


The Company reports all changes in comprehensive income in the Consolidated Statements of Changes in 
Stockholders’ Equity and Comprehensive Income. Comprehensive income includes net income (loss) attributable to 
common shareholders and unrealized gains and losses on investments classified as available-for-sale (net of tax). 


Earnings Per Share 


Earnings per share (“EPS”) is calculated in accordance with ASC 260, Earnings per Share. Net income per 
common share reflects application of the two-class method. Basic EPS excludes dilution for potential common 
stock issuances and is computed by dividing basic net income available to common shareholders by the 
weighted-average number of common shares outstanding for the period. Diluted EPS reflects the potential 
dilution that could occur if securities or other contracts to issue common stock were exercised or converted into 
common stock. For the calculation of diluted EPS, the basic weighted average number of shares is increased by 
the dilutive effect of restricted stock units and common stock options using the treasury stock method. 


Under the two-class method, during periods of net income, participating securities are allocated a 
proportional share of net income. During periods of net loss, no effect is given to participating securities since 
they do not share in the losses of the Company. Participating securities have the effect of diluting both basic and 
diluted EPS during periods of net income. All of the outstanding shares of the Company’s Series B Preferred 
Stock were converted to common stock in January 2012. 


Fair Value Measurements and Fair Value of Financial Instruments 


The FASB defines fair value as the price that would be received to sell an asset, or paid to transfer a 
liability, in an orderly transaction between market participants at the measurement date. ASC 820, Fair Value 
Measurements and Disclosures establishes a framework for measuring fair value and a valuation hierarchy based 
upon the transparency of inputs used in the valuation of an asset or liability. Classification within the hierarchy is 
based upon the lowest level of input that is significant to the fair value measurement. The valuation hierarchy 
contains three levels as follows: 


Level 1 — Quoted prices for identical instruments in active markets. Level | assets and liabilities may 
include debt securities and equity securities that are traded in an active exchange market. 
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Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3 — Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


The following is a discussion of the valuation methodologies used for assets measured at fair value. 


Sponsored mutual funds and variable insurance funds include amounts in affiliated investment products. 
The fair value of these securities are generally determined based on their published net asset values and are 
included as Level | within the hierarchy. 


Investments of consolidated sponsored investment products include debt and equity securities held in 
portfolios of sponsored funds that are consolidated by the Company. Equity securities are valued at the official 
closing price on the exchange on which the securities are traded and categorized as Level | in the hierarchy. 
Certain non-U.S. securities may be fair valued in cases where closing prices are not readily available or are 
deemed to not reflect readily available market prices. In such cases, the fair value is determined using an 
independent pricing service and fair valuations are categorized as Level 2 in the hierarchy. Most debt securities 
are valued based on quotations received from independent pricing services or from dealers who make markets in 
such securities. These investments are generally categorized as Level 2 in the hierarchy. Pricing services do not 
provide pricing for all securities and therefore indicative bids from dealers are utilized which are based on 
pricing models used by market makers in the security and are generally categorized as Level 2 in the hierarchy. 


Equity securities include securities traded on active markets and are valued at the official closing price 
(typically last sale) on the exchange on which the securities are primarily traded, or if no closing price is 
available, at the last bid price and are categorized as Level | in the hierarchy. 


Sponsored closed-end funds include amounts in affiliated investment products. These investments are 
valued as Level 1 within the valuation hierarchy because they are valued through the use of quoted market prices 
available in active markets. 


Nonqualified retirement plan assets include mutual funds whose fair value is generally determined based on 
their published net asset value. They are classified as Level 1 within the valuation hierarchy. 


Cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities equal or 
approximate fair value based on the short-term nature of these instruments. The estimated fair value of long-term 
debt at December 31, 2012, which has a variable interest rate, approximates its carrying value. Marketable 
securities are reflected in the financial statements at fair value based upon publicly quoted market prices. 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


Recent Accounting Pronouncements 


In May 2011, the FASB issued ASU No. 2011-04, Fair Value Measurement: Amendments to Achieve 
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRS, and the International 
Accounting Standards Board issued International Financial Reporting Standard (“IFRS”) 13, Fair Value 
Measurement (together, the new guidance). The new guidance results in a consistent definition of fair value and 
common requirements for measurement of and disclosure about fair value between U.S. GAAP and IFRS. The 
new guidance changes some fair value measurement principles and disclosure requirements. The Company has 
adopted this ASU as of January 1, 2012. 


In June 2011, the FASB issued ASU No. 2011-05, Presentation of Comprehensive Income, which eliminates 
the current option to report other comprehensive income and its components in the statement of changes in equity 
and allows an entity to elect to present items of net income and other comprehensive income in one continuous 
statement or in two separate, but consecutive, statements. The Company has adopted this ASU as of January 1, 
2012. 


In July 2012, the FASB issued ASU No. 2012-02, Testing Indefinite-Lived Intangible Assets for Impairment. 
The standard provides entities with an option to perform a qualitative assessment of indefinite-lived intangible 
assets other than goodwill for impairment to determine if additional impairment testing is necessary. The 
standard is effective for annual and interim impairment tests performed for fiscal years beginning after 
September 15, 2012, however early adoption is allowed. The Company has adopted this ASU as of 
September 30, 2012. 


In August 2012, the FASB issued ASU No. 2012-03, Technical Amendments and Corrections to SEC 
Sections: Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting Bulletin (“SAB”) No. 114, 
Technical Amendments Pursuant to SEC Release No. 33-9250, and Corrections Related to FASB Accounting 
Standards Update 2010-22. This update amends various SEC paragraphs pursuant to the issuance of SAB 
No. 114. The adoption of ASU 2012-03 is not expected to have a material impact on the Company’s financial 
position or results of operations. 


In October 2012, the FASB issued ASU No. 2012-04, Technical Corrections and Improvements. This 
update amends source literature, clarifies guidance and reference corrections and relocates some guidance within 
the Codification. The adoption of ASU 2012-04 is not expected to have a material impact on the Company’s 
financial position or results of operations. 


In February 2013, the FASB issued ASU No. 2013-02, Reporting of Amounts Reclassified Out of 
Accumulated Other Comprehensive Income. Under ASU 2013-02, an entity is required to provide information 
about the amounts reclassified out of Accumulated Other Comprehensive Income (““AOCI’) by component. In 
addition, an entity is required to present, either on the face of the financial statements or in the notes, significant 
amounts reclassified out of AOCI by the respective line items of net income, but only if the amount reclassified 
is required to be reclassified in its entirety in the same reporting period. For amounts that are not required to be 
reclassified in their entirety to net income, an entity is required to cross-reference to other disclosures that 
provide additional details about those amounts. ASU 2013-02 does not change the current requirements for 
reporting net income or other comprehensive income in the financial statements. This standard is effective for the 
Company’s first quarter of fiscal year 2013. The adoption of this new guidance will require additional disclosures 
and presentation of items impacting other comprehensive income but will not have an impact on our consolidated 
financial statements. 
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3. Goodwill and Other Intangible Assets 


Intangible assets are summarized as follows: 


December 31, 

2012 2011 
($ in thousands) 
Definite-lived intangible assets: 
Investment contracts ..... 0... cee eee eee $ 197,704 $ 269,489 
Accumulated amortization .......0 0.0.00. cece eee eee (181,409) (249,809) 
Definite-lived intangible assets, net ........... 0.000.000 0 00 16,295 19,680 
Indefinite-lived intangible assets .......................0. 32,416 32,416 
Total intangible assets, net .......... 0... $ 48,711 $ 52,096 


Rampart Investment Management Company, Inc. 


On October 1, 2012, the Company completed the acquisition of substantially all of the assets and certain 
liabilities of Rampart Investment Management Company, Inc. (“Rampart”), for $0.7 million in cash. Rampart is a 
registered investment advisor that specializes in customized options strategies for institutional and high-net- 
worth clients by providing a systematic and disciplined options solutions to help its clients generate incremental 
yield, reduce downside risk and mitigate market volatility. Under the terms of the purchase agreement, three 
years subsequent to the closing date, the Company may be required to make a contingent payment based on 
certain profitability measures. The estimated fair value of this contingent liability was $0.4 million, which was 
recorded within other long term liabilities in the Company’s Consolidated Balance Sheet as of December 31, 
2012. As a result of this acquisition $0.2 million was recorded as definite-lived intangible assets and $0.5 million 
was recorded as goodwill in the Company’s Consolidated Balance Sheet as of the acquisition date. The acquired 
contracts are being amortized on a straight-line basis over the estimated useful life of five years. 


Virtus Total Return Fund 


On December 9, 2011, the Company acquired the rights to advise the former DCA Total Return Fund from 
Dividend Capital Investments LLC (“DCI”). Upon adoption, the fund was renamed to the Virtus Total Return 
Fund (NYSE:DCA). The estimated fair value of the acquired contract of $2.9 million was recorded as an 
indefinite-lived intangible asset in the Company’s Consolidated Balance Sheet as of the adoption date. The 
transaction was accounted for as an asset purchase and accordingly, transaction costs of $0.1 million were 
capitalized as of the adoption date. 


Variable Insurance Funds 


On November 5, 2010, the Company acquired the rights to advise and distribute the former Phoenix Edge 
Series Funds (excluding certain of the funds to be merged into a third-party variable insurance trust). Under the 
terms of the agreement, during the three years following the closing, the Company is required to make quarterly 
payments based upon fixed percentages of the average assets under management. The estimated fair value of the 
acquired contracts of $2.1 million and a corresponding contingent liability were recorded in the Company’s 
Consolidated Balance Sheet as of the adoption date. The transaction was accounted for as an asset purchase and 
accordingly, transaction costs of $0.6 million were capitalized as of the adoption date. The acquired contracts and 
related costs are being amortized on a straight-line basis over the estimated useful life of sixteen years. 
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Activity in goodwill and other intangible assets is as follows: 


Years Ended December 31, 


2012 2011 2010 
($ in thousands) 
Intangible assets 
Balance, beginning of period .................00000- $52,096 $52,977 $54,844 
PUrChaSeS: -209.sc0-¥. oe okie ese had or Be bee ba ee ee 560 3,068 3,055 
Amortization... 0... cc eee eee eee (3,945) (3,949) (4,922) 
Balance, end of period ......................2-0-5 $48,711 $52,096 $52,977 
Goodwill 
Balance, beginning of period ..................2-0-5 $ 4,795 $4,795 §$ 4,795 
ACQUISITION 5.:6.355. cudeios, aie ck Satan ae eae Har eee Da PE 465 — — 
Balance, end of period .....................-2-0-5 $ 5,260 $ 4,795 §$ 4,795 


Definite-lived intangible asset amortization for the next five years is estimated as follows: 2013— 
$4.1 million, 2014—$3.8 million, 2015—$3.1 million, 2016—$2.3 million, 2017—$0.6 million and thereafter— 
$2.6 million. At December 31, 2012, the weighted average estimated remaining amortization period for definite- 
lived investment contracts is 5.8 years. 


4. Marketable Securities 


The Company’s marketable securities consist of both trading (including securities held by a broker-dealer 
affiliate) and available-for-sale securities. The composition of the Company’s marketable securities is 
summarized as follows: 


December 31, 2012 
Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading: 

Sponsored mutual funds and variable insurance funds ........ $ 7,312 $(689) $1,390 $ 8,013 

Investments of consolidated sponsored investment products ... 41,367 (165) 2,025 43,227 

Equity S€CUMtles’ .¢ oso. :Ga4ivennnedavege ge sdelabedaeag 3,739 — 640 4,379 
Available-for-sale: 

Sponsored closed-end funds ......... 0.0.0.0 ee eee eee eee 2,619 (37) 74 2,656 
Total marketable securities ............ 0.0... .0 00 ccc eee eee $55,037 $(891) $4,129 $58,275 
December 31, 2011 

Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading: 

Sponsored mutual funds and variable insurance funds ........ $ 9,195 $1,263) $1,048 $ 8,980 

Equity S@cuUrtieS:. 24.003 .e ac bb eaadele de bande ede oe does 3,434 (3) 115 3,546 
Available-for-sale: 

Sponsored closed-end funds .......... 2.0... c ee eee eee eee 2,240 (38) 267 2,469 
Total marketable securities ............. 0.0.00. cece eee $14,869 $1,304) $1,430 $14,995 
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5. Fair Value Measurements 


The Company’s assets and liabilities measured at fair value on a recurring basis as of December 31, 2012 


and December 31, 2011 by fair value hierarchy level were as follows: 


December 31, 2012 
Level 1 Level 2 (a) Level3 Total 

($ in thousands) 
Assets 
Marketable securities trading: 

Sponsored mutual funds and variable insurance funds ........... $ 8,013 $ — $— $ 8,013 

Investments of consolidated sponsored investment products ...... 10,092 33,135 — 43,227 

Equity SECUMILES ooo stia. geting gia iale ww bland ss dle) aatanguleecd doe ase 4,379 —_— _— 4,379 
Marketable securities available for sale: 

Sponsored closed-end funds ......... 0.0.00. eee ee eee ee 2,656 — — 2,656 
Other assets 

Nonqualified retirement plan assets ....................000-5 2,970 — — 2,970 
Total assets measured at fair value ............... 0.0.00. 00000 00. $28,110 $33,135 $— $61,245 
December 31, 2011 

Level 1 Level2 Level 3 Total 

($ in thousands) 
Assets 
Marketable securities trading: 

Sponsored mutual funds and variable insurance funds ............. $ 8,980 $— $—  $ 8,980 

Equity S€CUMUES 25.05) vested oes tigi tddetasborted eeiade 3,546 — — 3,546 
Marketable securities available for sale: 

Sponsored closed-end funds ....... 0.0... 0. cece eee eee ee 2,469 —_— — 2,469 
Other assets 

Nonqualified retirement plan assets ............... 0... .000000. 2,826 — — 2,826 
Total assets measured at fair value ................. 000.0000 ce eee $17,821 $— $— $17,821 


a) Debt securities are valued based on evaluated quotations received from independent pricing services or from 
dealers who make markets in such securities. For most bond types, the pricing service utilizes matrix pricing 
which considers one or more of the following factors: yield or price of bonds of comparable quality, coupon, 
maturity, current cash flows, type and current day trade information, as well as dealer supplied prices. These 


valuations are categorized as Level 2 in the hierarchy. 


There were no transfers between Level 1 and Level 2 during the years ended December 31, 2012 and 2011. 


The estimated fair value of long-term debt at December 31, 2012, which has a variable interest rate, 


approximates its carrying value and is classified as Level 2 within the valuation hierarchy. 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


6. Furniture, Equipment and Leasehold Improvements 


Furniture, equipment, and leasehold improvements are summarized as follows: 


December 31, 

2012 2011 
($ in thousands) 
Furniture and office equipment .......... 0.0.00 e ce eee eee $ 4,058  $ 3,157 
Computer equipment and software ........... 0.0.0.0. 0 cee eee 5,533 4,906 
Leasehold improvements ........... 0.0 cece eee ee eee eee eee 6,865 5,076 

16,456 13,139 
Accumulated depreciation and amortization .................-00. (8,668) (7,686) 
Furniture, equipment and leasehold improvements, net ............ $ 7,788  $ 5,453 


7. Long-Term Investments and Other Assets 


Long-term investments and other assets include deferred commissions, deferred compensation plan assets, 
equity method investments and security deposits. A summary of the significant items included in this caption is 
as follows: 


Deferred Commissions 


Deferred commissions are commissions paid to broker-dealers on sales of mutual fund shares. Deferred 
commissions are recovered by the receipt of monthly asset-based distributor fees from the mutual funds or 
contingent deferred sales charges received upon redemption of shares within one to five years, depending on the 
fund share class. The deferred costs resulting from the sale of shares are amortized on a straight-line basis over a 
one to five-year period, depending on the fund share class, or until the underlying shares are redeemed. Deferred 
commissions were $5.9 million and $5.7 million at December 31, 2012 and 2011, respectively. 


Deferred Compensation 


The Company has a non-qualified retirement plan (the “Excess Incentive Plan”) that allows certain 
employees to voluntarily defer compensation. Under the Excess Incentive Plan, participants elect to defer a 
portion of their compensation which the Company then contributes into a trust. Each participant is responsible 
for designating investment options for assets they contribute and the ultimate distribution paid to each participant 
reflects any gains or losses on the assets realized while in the trust. The Company holds Excess Incentive Plan 
assets in a rabbi trust, which is subject to the claims of the Company’s creditors in the event of the Company’s 
bankruptcy or insolvency. Assets held in trust, included in long-term investments and other assets and the 
associated obligation to participants, included in lease obligations and other long-term liabilities in the 
Company’s Consolidated Balance Sheets, were $3.0 million and $2.8 million at December 31, 2012 and 2011, 
respectively. Assets held in trust consist of mutual funds and are recorded at fair value, utilizing Level 1 
valuation techniques. 
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8. Income Taxes 


The components of the provision for income taxes are as follows: 


($ in thousands) 
Current 


Federal ce. cccececsnaceglice bbls welecggece as eed pps 85-8 
DAE. 22 dink dite dead a ddd bebe Sed 


Total current tax expense 


Deferred 


Federal). 2.244.286 obs bod btedak ee ater dete dati 
babe! oc cehe sete eet acae oes ete fey es orcs arid ealoaisy seg sae taeien Sas. smi 


Total deferred tax expense (benefit) 


Total expense (benefit) for income taxes 


Years Ended December 31, 


2012 2011 2010 

$ — $ -— $ — 
341 49. 467 
341 49-467 
19,707 (104,227) (172 
6,982 (28,250) 218 
26,689 (132,477) 46 
$27,030  $(132,428) $513 


The following presents a reconciliation of the provision (benefit) for income taxes computed at the federal 
statutory rate to the provision (benefit) for income taxes recognized in the Consolidated Statements of Operations 


for the periods indicated: 


($ in thousands) 


Tax at statutory rate ....... 


State taxes, net of federal benefit ................. 


Affiliated stock loss ....... 
Contingency reserve....... 


Change in valuation allowance .................. 


Other, Met snes saves eens 


Income tax expense (benefit) 


$2 


2012 


2,645 
4,793 


Years Ended December 31, 


2011 
35% $ 4,547 
7 6,222 
= 3,283 
— 27,911 


(174,527) (1,343) 


136 


2010 
35% $ 3,554 
48 442 
25 (72,397) 
215 = 
69,109 
1 (195) 


35% 
4 
(713) 
681 
(2) 


$27,030 42% $(132,428) (1,019)% $ 513 5% 
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Deferred taxes resulted from temporary differences between the amounts reported in the consolidated 


financial statements and the tax basis of assets and liabilities. The tax effects of temporary differences are as 
follows: 


December 31, 

2012 2011 
($ in thousands) 
Deferred tax assets: 
Intangible:assets siec2 24 vee avewearee ented anaes veda emehors $ 51,494 $ 65,380 
Net operating losses ..... 0... cece eect teens 49,001 63,886 
Capital loss carryforward ........ 0... cece eee eee eee 1,122 1,760 
OTHE ecetes eects le tee eeepc des bake Steen ako eraene © ard Sr bones 8,707 9,139 
Gross deferred tax ASSES’ so sok nb pdb bese wae be ded dad 110,324 140,165 
Valuation allowance ........ 0... cc eens (1,611) (3,336) 
Gross deferred tax assets after valuation allowance ............. 108,713 136,829 
Deferred tax liabilities: 
Intangible:assets: sicciaacesw ad Mb teehee daae heen aes (10,884) (12,131) 
Other MVeEStMENts: 2.402:.4.00 24 de ae a hes whee hae wea PS (906) (1,006) 
Gross deferred tax liabilities ............. 0.0.0.0 e cee eee eee (11,790) (13,137) 
Deferred tax assets (liability), net .............. 2.00.0 .0 00a ee $ 96,923 $123,692 


In prior reporting periods, the Company maintained a valuation allowance on substantially all of its net 
deferred tax assets since the likelihood of realization of those assets were less than more likely than not. At each 
reporting date, the Company evaluates the positive and negative evidence used to determine the likelihood of 
realization of all its deferred tax assets. Prior to December 31, 2011, the Company maintained a valuation 
allowance on substantially all of its net deferred tax assets as prior to that date the Company had demonstrated 
losses in recent years. During 2011, the Company determined that its demonstrated profitability and projections 
of future profits gave rise to sufficient positive evidence to conclude that it is more likely than not that a 
substantial portion of its deferred tax assets are realizable. As a result, the Company released a valuation 
allowance of $174.5 million during the year ended December 31, 2011. The Company maintained a valuation 
allowance in the amount of $1.6 million at December 31, 2012 relating to deferred tax assets on items of a capital 
nature as well as certain state deferred tax assets where the Company determined that at the current level of 
projected taxable income certain state tax attributes would not be realized prior to expiration. 


Primarily as a result of 2012 business changes and growth, the Company’s expected future state tax rate is 
expected to decrease as compared to 2011 in the current and future years. These changes resulted in the reduction 
of the recorded value of the Company’s state net deferred tax asset of $3.4 million. The Company may 
experience continued volatility in its state effective tax rate as the Company continues to experience changes in 
its business and as states seek to increase revenue. 


In 2009, Management concluded that a change of control for Internal Revenue Code Section 382 (“Section 
382”) purposes had occurred. When a change in control occurs that meets the requirements of Section 382, the 
law limits the ability to utilize net operating losses and realized built in losses that existed as of the ownership 
date to offset future taxable income. The Company has calculated Section 382 limits on its applicable future 
benefits and accounts for these limitations in its financial statements. 
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As of December 31, 2012, the Company had deferred tax assets of $39.7 and $0.3 million related to net 
operating losses and capital losses, respectively, for federal income tax purposes. The related federal net 
operating loss carryovers are scheduled to begin to expire in the year 2019. The related federal capital loss 
carryovers are scheduled to begin to expire beginning in the year 2014. As of December 31, 2012, the Company 
had deferred tax assets of $9.3 million and $0.8 million related to net operating losses and capital losses, 
respectively, for state income tax purposes. The related state net operating loss carryovers are scheduled to begin 
to expire in the year 2013. The related state capital loss carryovers began to expire in the year 2011. 


As a result of certain realization requirements of ASC 718, Compensation-Stock Compensation, as of 
December 31, 2012, the table of deferred tax assets and liabilities does not include $14.2 million of future tax 
return benefits. These benefits arose from tax deductions related to equity compensation that exceeded the 
compensation expense recognized for financial reporting purposes. Shareholder’s equity will increase as such 
benefits are utilized on the Company’s income tax returns. 


The Company recorded a valuation allowance of $1.6 million and $3.3 million at December 31, 2012 and 


2011, respectively, with respect to certain temporary differences because management believes it is more likely 
than not that the Company will not realize the deferred tax assets associated with those basis differences. 


Activity in unrecognized tax benefits is as follows: 


Years Ended December 31, 

2012 2011 2010 
($ in thousands) ~~ 
Balance, beginning of year .......... 0.0.00. c ee eee eee $34,139 $ — $— 
Decrease related to tax positions taken in prior years ....... (191) — — 
Increase related to positions taken in the current year ...... — 34,139 — 
Balance, end of year ........... 00 cece cece $33,948 $34,139 $— 


In 2011, the Internal Revenue Service (“IRS”) issued a favorable private letter ruling (“PLR”) to the 
Company concerning the treatment of a loss related to the dissolution of an inactive subsidiary. As a result of the 
PLR, the Company recharacterized the $93.0 million of deferred tax assets previously reported in 2010 as capital 
in character to $89.0 million in deferred tax assets relating to net operating losses and intangible assets, with $4.0 
million being concluded to be not utilizable under the provisions of Internal Revenue Code Section 382 after 
considering the impact of the PLR. In connection with this, the Company derecognized approximately $31.8 
million of previously recorded gross deferred tax assets and related offsetting valuation allowance to account for 
uncertainties related to the loss. As of December 31, 2012 the Company has an unrecognized tax benefit of $31.8 
million (net of federal benefit) related to this uncertain tax position. The PLR is based upon certain facts, 
assumptions and management representations, should these be successfully challenged by the IRS, the 
Company’s tax liability in a given year could be significantly impacted. 


The Company recorded no interest or penalties related to uncertain tax positions at December 31, 2012, 
2011 and 2010. If recognized, $31.8 million of unrecognized tax benefits would impact the effective tax rate. 
Based upon the timing and status of its current examinations by taxing authorities, the Company does not believe 
that it is reasonably possible that any changes to the balance of unrecognized tax benefits occurring within the 
next 12 months will result in a significant change to its results of operations, financial condition or liquidity. In 
addition, the Company does not anticipate that there will be additional payments made or refunds received within 
the next 12 months with respect to the years under audit. 
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The earliest federal tax year open for examination is 2008. The earliest open years in the Company’s major 
state tax jurisdictions are 1998 and 2005 for Connecticut and New York, respectively. The Company does not 
believe that any adjustment from any open tax year will result in a material change in the Company’s financial 
position. 


9. Long-Term Debt 
Credit Facility 


On September 10, 2012, the Company amended and restated its senior secured revolving credit facility 
(“Credit Facility”). As amended and restated, the Credit Facility has a five-year term and provides borrowing 
capacity of up to $75.0 million, with a $7.5 million sub-limit for the issuance of standby letters of credit. In 
addition, the Credit Facility provides for a $50.0 million increase provision conditioned on approval by the 
lending group. The Credit Facility is secured by substantially all of the assets of the Company. At December 31, 
2012 and December 31, 2011, $15.0 million was outstanding under the Credit Facility. As of December 31, 2012 
and December 31, 2011, the Company had the capacity to draw on the remaining amount of the Credit Facility. 


Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the Company’s 
option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate (as defined in the Credit 
Facility agreement), plus, in each case, an applicable margin, that ranges from 0.75% to 2.50%. At December 31, 
2012, the interest rate in effect for the Credit Facility was 2.35%, exclusive of the amortization of deferred 
financing costs. Under the terms of the Credit Facility, the Company is also required to pay certain fees, 
including an annual commitment fee that ranges from 0.35% to 0.50% on undrawn amounts and a letter of credit 
participation fee at an annual rate equal to the applicable margin as well as any applicable fronting fees, each of 
which is payable quarterly in arrears. 


The Credit Facility contains customary covenants, including covenants that restrict (subject in certain 
instances to minimum thresholds or exceptions) the ability of the Company and certain of its subsidiaries to incur 
additional indebtedness, create liens, merge or make acquisitions of less than 100% owned subsidiaries, dispose 
of assets, enter into leases, sale/leasebacks or acquisitions of capital stock, and make loans, guarantees and 
investments, among other things. In addition, the Credit Facility contains certain financial covenants, the most 
restrictive of which include: (i) a minimum interest coverage ratio (generally, adjusted EBITDA to interest 
expense as defined in and for the period specified in the Credit Facility agreement) of at least 4.00:1, and (ii) a 
leverage ratio (generally, total indebtedness as of any date to adjusted EBITDA as defined in and for the period 
specified in the Credit Facility agreement) of no greater than 2.75:1. For purposes of the Credit Facility, adjusted 
EBITDA generally means, for any period, net income of the Company before interest expense, income taxes, 
depreciation and amortization expense, and excluding non-cash stock-based compensation, unrealized mark-to- 
market gains and losses, certain severance, and certain non-cash non-recurring gains and losses as described in 
and specified under the Credit Facility agreement. At December 31, 2012, the Company was in compliance with 
all financial covenants of the Credit Facility agreement. 


The Credit Facility agreement also contains customary provisions regarding events of default which could 
result in an acceleration of amounts due under the facility. Such events of default include the Company’s failure 
to pay principal or interest when due, the Company’s failure to satisfy or comply with covenants, a change of 
control, the imposition certain judgments, the invalidation of the liens granted by the Company, and a cross- 
default to other debt obligations. 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


10. Commitments and Contingencies 
Legal Matters 


The Company is regularly involved in litigation and arbitration as well as examinations and investigations 
by various regulatory bodies, including the SEC, involving its compliance with, among other things, securities 
laws, client investment guidelines, laws governing the activities of broker-dealers and other laws and regulations 
affecting its products and other activities. Legal and regulatory matters of this nature may involve activities as an 
employer, issuer of securities, investor, investment advisor, broker-dealer or taxpayer. We cannot predict the 
ultimate outcome of such legal claims or matters or in certain instances provide reasonable ranges of potential 
losses. As of the date of this report, the Company believes that the outcomes of its legal or regulatory matters are 
not likely, either individually or in the aggregate, to have a material adverse effect on its consolidated financial 
condition. However, in the event of unexpected subsequent developments and given the inherent unpredictability 
of these legal and regulatory matters, there can be no assurance that the Company’s assessment of any claim, 
dispute, regulatory examination or investigation or other legal matter will reflect the ultimate outcome and an 
adverse outcome in certain matters could, from time to time, have a material adverse effect on the Company’s 
results of operations or cash flows in particular quarterly or annual periods. 


Other Matters 


The Company indirectly guarantees the activities of its broker-dealer subsidiary. In addition, in the ordinary 
course of business the Company may enter into contracts with third-parties pursuant to which the third-parties 
provide services on the Company’s behalf or the Company provides services on behalf of the third-parties. In 
certain circumstances, the Company may agree to indemnify the third-party service provider. The terms of 
indemnification may vary from contract to contract and the amount of indemnification liability, if any, cannot be 
determined. The Company made no payments to third-parties in 2012, 2011 or 2010 and has recorded no 
liabilities with regard to commitments as of December 31, 2012. The Company believes that any risk of loss for 
direct or indirect guarantees is not probable and would not have a material impact on the Company’s operating 
results or financial position. 


Lease Commitments 


The Company incurred rental expenses, primarily related to office space, on operating leases of $3.3 
million, $2.4 million and $2.5 million in 2012, 2011 and 2010, respectively, and received income from subleases 
of $0.1 million and $0.3 million in 2011 and 2010, respectively. No sublease income was received in 2012. 
Minimum aggregate rental payments required under operating leases that have initial or remaining 
non-cancelable lease terms in excess of one year as of December 31, 2012 are as follows: $3.1 million in 2013; 
$2.7 million in 2014; $2.2 million in 2015; $2.1 million in 2016; $2.2 million in 2017; and $4.0 million 
thereafter. 


11. Capital and Reserve Requirement Information 


As a broker-dealer registered with the SEC, our subsidiary VP Distributors, LLC (“VPD”’) is subject to 
certain rules regarding minimum net capital. VPD operates pursuant to Rule 15c3-1(a), promulgated under the 
Securities Exchange Act of 1934, as amended (the “Exchange Act”) and, accordingly, is required to maintain a 
ratio of “aggregate indebtedness” to “net capital” (as those items are defined in the rule) which may not exceed 
15.0 to 1.0. 
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Aggregate indebtedness, net capital, and the resultant ratio for VPD were as follows: 


December 31, 
2012 2011 2010 
($ in thousands) 
Aggregate indebtedness .............. 000 eee eee $ 23,443 $17,527 $19,315 
Netcapitall oc sccu. i cdasecicete deci ahsatdewirad esis doasaueteiad ave oad 16,617 10,874 4,812 
Ratio of aggregate indebtedness to net capital ........ 1.4 tol 1.6 to | 4.0 to | 


VPD’s minimum required net capital at December 31, 2012 and 2011 based on its aggregate indebtedness 
on those dates was $1.6 million and $1.2 million, respectively. 


The operations of VPD do not include the physical handling of securities or the maintenance of open 
customer accounts. Accordingly, VPD is exempt from the reserve provisions of Rule 15c3-3 promulgated under 
the Exchange Act under the exemption allowed by paragraph (k)(2)(i) of such rule. 


12. Restructuring and Severance 


During 2012 and 2011, the Company recorded restructuring charges of $1.6 million and $2.0 million, 
respectively, related to headcount reductions and consolidation activities. During 2010, the Company recorded 
restructuring charges of $1.6 million relating to headcount reductions and lease abandonments. These 
restructuring and severance charges have been included within restructuring and severance expenses in the 
accompanying Consolidated Statements of Operations. Total unpaid severance and related charges as of 
December 31, 2012 was $0.6 million. 


13. Related Party Transactions 


BMO Related Party Transactions 


Effective as of December 31, 2008, BMO owned 100% of the Company’s outstanding shares of Series B. In 
May 2006, the Company acquired the rights to advise, distribute and administer the Insight Funds from Harris, a 
subsidiary of BMO. Harris and BMO are related parties of the Company. 


Sub-advisory investment management fees, pursuant to its strategic partnership agreement with Harris, 
which are netted against investment management fees in the Company’s Consolidated Statements of Operations, 
and distribution and administration fee expenses paid or payable to Harris, are summarized as follows: 


Years Ended December 31, 
2012 2011 2010 
($ in thousands) 
Sub-advisory investment management fees ............... $2,089 $2,919 $4,039 
Distribution and administration expenses ................ 6 124 583 
Total fees and expenses related to Harris................. $2,095 $3,043 $4,622 


At December 31, 2012 and 2011, $0.1 million and $0.2 million, respectively, were payable to Harris and its 
affiliates related to sub-advisory investment management fees and distribution fees in accordance with the above 
agreement. At December 31, 2009, $0.4 million was payable to Harris and its affiliates related to the money 
market earn-out obligation in accordance with the above agreement. The final annual money market earn out 
payment of $0.8 million, for the measurement period ended in May 2010, was made on August 18, 2010. 
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14. Series B Convertible Preferred Stock 


On October 27, 2011, the Company entered into an agreement with BMO to convert all 35,217 outstanding 
shares of Series B into 1,349,300 shares of common stock, at the original conversion rate. In connection with this 
agreement, the Company made a dividend payment of $8.1 million, representing accrued dividends of $0.9 
million plus the net present value of dividend payments through October 31, 2014, the earliest date that the 
Company could have called for BMO to redeem or convert, at BMO’s discretion, all of its preferred shares. As of 
October 31, 2011, the Series B was no longer entitled to receive preferred dividends. In connection with the 
conversion, BMO agreed that to the extent its holdings of common stock exceed 24.0% of the outstanding 
common stock solely by reason of the repurchase or redemption of common stock by the Company, the excess 
shares will be subject to an irrevocable proxy in favor of the Company to be voted in the same proportion as the 
votes cast by all shareholders other than BMO. On January 6, 2012, pursuant to an agreement with BMO, BMO’s 
35,217 shares of the Series B converted into 1,349,300 shares of the Company’s common stock. As a result of 
this conversion, all of the shares of Series B have been retired. 


15. Retirement Savings Plan 


The Company sponsors a defined contribution 401(k) retirement plan (the “401(k) Plan’’) covering all 
employees who meet certain age and service requirements. Employees may contribute a percentage of their 
eligible compensation into the 401(k) Plan, subject to certain limitations imposed by the Internal Revenue Code 
(the “Code”’). The Company matches employees’ contributions at a rate of 100% of employees’ contributions up 
to the first 3.0% and 50.0% of the next 2.0% of the employees’ compensation contributed to the 401(k) Plan. The 
Company’s matching contributions were $1.5 million, $1.6 million and $1.1 million in 2012, 2011 and 2010, 
respectively. 


16. Stock-Based Compensation 


The Company has an Omnibus Incentive and Equity Plan (the “Plan”) under which officers, employees, 
directors and consultants may be granted equity-based awards, including RSUs, stock options and unrestricted 
shares of common stock. At December 31, 2012, 1,800,000 shares of common stock were authorized for issuance 
under the Plan, of which 530,857 remain available for grant. Each RSU entitles the holder to one share of Virtus 
common stock when the restriction expires. RSUs generally have a term of one to three years and may be either 
time-vested or performance-contingent. Stock options generally vest over three years and have a contractual life 
of ten years. Stock options are granted with an exercise price equal to the fair market value of the shares at the 
date of grant. The fair value of each RSU is estimated using the intrinsic value method which is based on the fair 
market value price on the date of grant. Shares that are issued upon exercise of employee stock options and 
vesting of RSUs are newly issued shares and not issued from treasury stock. 


The Company estimated the grant-date fair value of stock options granted using the Black-Scholes option 
valuation model with the following assumptions: 


2011 
Expected dividend yield .....................0..04. 0.0% 
Expected volatility 2... ...05 .06 088 Gees daw eee eees 47.2% 
Risk-free interest Tate? eye ds ede ee ca Pee eee 2.4%-2.9% 
Expected Uilet sc iecccon af 2e.obhes. ro bte eaced mee eheet 6.5 years 


Expected dividend yield—The Company has never declared or paid dividends on its common stock. 
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Expected volatility—Volatility is a measure of the amount by which a financial variable such as a share 
price has fluctuated (historical volatility) or is expected to fluctuate (expected volatility) during a period. The 
Company based its estimated volatility on the historical volatility of a peer group of publically traded companies, 
which includes companies that are in the same industry or are competitors, because of the Company’s limited 
history as an independent public company. 


Risk-free interest rate—This is the average U.S. Treasury rate at the time of grant having a term that most 
closely approximates the expected term of the option. 


Expected life—This is the period of time that the option grants are expected to remain outstanding. The 
Company calculates the expected life of the options using the “simplified method” as prescribed under the 
provisions of ASC 718. The simplified method was used because sufficient historical exercise data necessary for 
the Company to provide a reasonable basis to estimate the expected life does not exist. The Company generally 
uses the midpoint between the end of the vesting period and the contractual life of the grant to estimate option 
exercise timing. The simplified method was applied for all options granted during 2011 and 2012. 


Stock-based compensation expense is summarized as follows: 


Years Ended December 31, 
“2012~—«2011.—Sst=«i 00S 
($ in thousands) 
Stock-based compensation expense ...............-0-05- $6,927 $5,625 $3,894 


During the years ended December 31, 2012 and December 31, 2011, the Company granted 47,996 and 
88,030 performance contingent RSUs, respectively. During the year ended December 31, 2012 and December 31 
2011, total stock-based compensation expense included $1.7 million and $1.3 million, respectively, for these 
performance contingent RSUs. As of December 31, 2012 and 2011, unamortized stock-based compensation 
expense for performance contingent RSUs was $3.2 million and $3.0 million, respectively. No performance 
contingent awards were granted for the year ended December 31, 2010. 


As of December 31, 2012, unamortized stock-based compensation expense for outstanding RSUs and stock 
options was $7.1 million and $0.2 million, respectively, with weighted average remaining amortization periods of 
1.4 years and 0.7 years, respectively. As of December 31, 2011, unamortized stock-based compensation expense 
for outstanding RSUs and stock options was $7.1 million and $0.5 million, respectively, with weighted average 
remaining amortization periods of 0.9 years and 0.5 years, respectively. The Company did not capitalize any 
stock-based compensation expenses during the years ended December 31, 2012, 2011 and 2010. 


Stock option activity for the year ended December 31, 2012 is summarized as follows: 


Weighted 

Number Average 

of shares Exercise Price 
Outstanding at December 31, 2011 ................ 352,942 $20.21 
MAINE, thsc eset see ctcindaateec a. ded ass dats Got aed Seleeseaes anes — $ — 
EXercised, §..04-68 055.6% 0G NR.64 Sowa eaetee ea wt (130,304) $20.23 
Forfeited . 0... cece cece eens (2,289) $37.01 
Outstanding at December 31, 2012 ................ 220,349 $20.03 
Vested and exercisable at December 31, 2012 ....... 195,380 $18.31 
Options expected to vest at December 31, 2012 ...... 21,985 $33.49 
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The weighted-average grant-date fair value of options granted during the years ended December 31, 2011 
and 2010 was $27.56 and $12.14, respectively. The weighted-average remaining contractual term for options 
outstanding at December 31, 2012 and December 31, 2011 was 5.8 and 6.4 years, respectively. The weighted- 
average remaining contractual term for options vested and exercisable at December 31, 2012 was 5.5 years. The 
weighted-average remaining contractual term for options expected to vest at December 31, 2012 was 7.7 years. 
At December 31, 2012, the aggregate intrinsic value of options outstanding, options vested and exercisable, and 
options expected to vest was $22.2 million, $20.1 million, and $1.9 million, respectively. The total grant-date fair 
value of options vested during the years ended December 31, 2012, 2011 and 2010 was $1.2 million, less than 
$0.1 million and $0.5 million, respectively. The total intrinsic value of options exercised for the years ended 
December 31, 2012, 2011 and 2010 was $9.2, $0.9 million and $0.1 million, respectively. Cash received from 
stock option exercises was $2.6 million $1.3 million and $0.1 million for 2012, 2011 and 2010, respectively. 


RSU activity for the year ended December 31, 2012 is summarized as follows: 


Weighted 
Average 
Number Grant Date 
of shares Fair Value 
Outstanding at December 31, 2011 .................. 576,704 $24.16 
Granted) 6500s ete an Sha sb Pe Fae te heaeeee 102,531 $81.47 
POreted) fis. Sas: sch sa Sedcerles arava eet aegcc gi aicaeduae Se spacte hey ar acbark aes (4,907) $50.12 
Nettled 2400s dedcid de deed seats ened ebb Pes (382,271) $13.52 
Outstanding at December 31, 2012 .................. 292,057 $57.89 


The grant-date intrinsic value of RSUs granted during the year ended December 31, 2012 was $8.4 million. 
At December 31, 2012, outstanding RSUs have a weighted average remaining contractual life of 1.4 years. The 
weighted-average grant-date fair value of RSUs granted during the years ended December 31, 2012, 2011 and 
2010 was $81.47, $52.28 and $20.21 per share, respectively. The total fair value of RSUs vested during the years 
ended December 31, 2012, 2011 and 2010 was $30.7 million, $2.9 million and $1.5 million, respectively. For the 
years ended December 31, 2012, 2011 and 2010, a total of 143,102, 12,484 and 18,122 RSUs, respectively, were 
withheld through net share settlement by the Company to settle employee tax withholding obligations. The 
Company paid $11.5 million, $0.7 million and $0.4 million for the years ended December 31, 2012, 2011 and 
2010, respectively, in employee tax withholding obligations related to RSUs withheld. These net share 
settlements had the effect of share repurchases by the Company as they reduced the number of shares that would 
have been otherwise issued as a result of the vesting. 


Employee Stock Purchase Plan 


The Company offers an employee stock purchase plan that allows employees to purchase shares of common 
stock on the open market at market price through after-tax payroll deductions. The initial transaction fees are 
paid for by the Company and shares of common stock are purchased on a quarterly basis. The Company does not 
reserve shares for this plan or discount the purchase price of the shares. 
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17. Earnings Per Share 


The computation of basic and diluted earnings per share is as follows: 


Years Ended December 31, 
2012 2011 2010 

($ in thousands, except per share amounts) 
Net Income $37,773 $145,420 $ 9,642 
Noncontrolling interests ........... 0.0.0 cece ee eee (101) — — 
Preferred stockholder dividends .................... — (9,482) (3,289) 
Allocation of earnings to preferred stockholders ....... (64) (24,260) (1,144) 
Net Income Attributable to Common Stockholders .. $37,608 $111,678 $5,209 
Shares: 
Basic: Weighted-average number of shares 

OUtStANdING nce eves se heea weeds eae eee 7,727 6,211 6,014 
Plus: Incremental shares from assumed conversion of 

dilutive Instruments ..2c< cease wenden shee ba bes wed 346 623 423 
Diluted: Weighted-average number of shares 

QUtStANdING® .. 6d da coe be ea Eee aw a ae Bee 8,073 6,834 6,437 
Earnings (loss) per share—basic .................--. $ 487 $ 17.98 $ 0.87 
Earnings (loss) per share—diluted .................. $ 466 $ 1634 $ 0.81 


For the years ended December 31, 2012 and 2011, there were no non-participating securities (stock options) 
excluded from the above computations of weighted-average shares for diluted earnings per share, respectively. 
For the year ended December 31, 2010, non-participating securities (stock options) representing 150,738 shares 
of common stock were excluded from the above computations of weighted-average shares for diluted earnings 
per share due to the antidilutive effect of the securities’ exercise prices as compared to the average market price 
of the common shares during the period. 


18. Concentration of Credit Risk 


Financial instruments that potentially subject the Company to concentrations of credit risk consist 
principally of cash and cash equivalents. The Company maintains cash and cash equivalents in bank deposits 
with financial institutions. Cash deposits at these financial institutions may exceed Federal Deposit Insurance 
Corporation insurance limits. 
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The concentration of credit risk with respect to advisory fees receivable is generally limited due to the short 


payment terms extended to clients by the Company. The following funds provided 10 percent or more of the total 
revenue of the Company: 


Years Ended December 31, 
~2012,—~*«<‘~‘SCS:S:*~C«a 
($ in thousands) 
Virtus Multi-Sector Short Term Bond Fund 
Investment management, administration and transfer 
ACCME TESS) ccs. aiaee.dnangeech Gud das Gras aretcseaptneed aes $39,475 $24,445 $14,506 
Percent of total revenue ............. 0.00 c eee 17% 14% 10% 
Virtus Emerging Markets Opportunities Fund 
Investment management, administration and transfer 
AG SMETSOS. c.ci4. tries tedicese aus otGea, oe Reopen BMG eased $29,818 
Percent of total revenue .............. 00000 e eee 12% - 
Virtus Premium AlphaSector™ Fund 
Investment management, administration and transfer 
AGSMtTSES” 5.co5 ce dnandeece Guba, as Gua ae csapacteuce aeape tes $27,987 
Percent of total revenue ............. 0.000 c eee 12% = 
DNP Select Income Fund Inc. 
Investment management, administration and transfer 
ABCNU MCCS 222 sree aesccee Gass Gul avadte Ge aath) Ques. are es 7 * $14,959 
Percent of total revenue ...............000 0 sees = = 10% 


* Less than 10 percent of total revenue of the Company. 


19. Consolidation of Sponsored Investment Products 


In the normal course of its business, the Company sponsors and is the manager of various types of 
investment products. During the year ended December 31, 2012, the Company sponsored and consolidated 
several mutual funds in which it had a majority voting interest. The consolidation of these investment products 
has no impact on net income attributable to stockholders. The Company’s risk with respect to these investments 
is limited to its investment in these products. The Company has no right to the benefits from, nor does it bear the 
risks associated with, these investment products, beyond the Company’s investments in, and fees generated from 
them. If the Company were to liquidate, these investments would not be available to the general creditors of the 
Company. The Company does not consider cash and cash equivalents and investments held by consolidated 
sponsored investment products to be assets of the Company other than its direct investment in these products. 
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The following tables reflect the impact of the consolidated sponsored investment products in the 


Consolidated Balance Sheet as of December 31, 2012 and the Consolidated Statements of Income for the year 
ended December 31, 2012, respectively: 


As of December 31, 2012 
Balances as 


Balance Before Consolidated Eliminations Reported in 
Consolidation of Investment and Consolidated 
Investment Products Products Adjustments (1) Balance Sheet 
($ in thousands) 
Curréentassets: 2h awcecdas is dieu nis eee ededies $161,286 $43,924 $(40,384) $164,826 
Non-current assets ........ 0.0.0.0 cee eee eee 167,923 — —_ 167,923 
TOtal @SSets).s.3.0s00.¢e4.0ae eked tas Pe ee bbe ee $329,209 $43,924 $(40,384) $332,749 
Current labilitiés: «4.204 6c. 40es4addocenesks $ 62,034 $ 364 $ 13 $ 62,411 
Other non-current liabilities ................. 22,704 — — 22,704 
Total liabilities ............ 0.00.00. eee eee 84,738 364 13 85,115 
Redeemable noncontrolling interest .......... — — 3,163 3,163 
Equity attributable to stockholders of the 
COMPANY 242.40 vo wdw dees eaadwwe ae eae 244,474 43,560 (43,560) 244,474 
Non-redeemable noncontrolling interest ....... (3) — — (3) 
Total liabilities and equity .................. $329,209 $43,924 $(40,384) $332,749 


For the Year Ended December 31, 2012 
Balances as 


Reported in 
Balance Before Consolidated Eliminations Consolidated 
Consolidation of Investment an Statement of 
Investment Products Products Adjustments (1) Operations 
($ in thousands) 
Total operating revenues ................00. $279,919 $ — $ 167 $280,086 
Total operating expenses ................... 219,326 148 167 219,641 
Operating income (loss) .................0-- 60,593 (148) — 60,445 
Total other non-operating income (expense) .... 4,106 2,649 (2,397) 4,358 
Income (loss) before income tax expense ...... 64,699 2,501 (2,397) 64,803 
Income tax expense ...................000. 27,030 — — 27,030 
Net income (lOsS) ........ 0.0000 eee eee eee 37,669 2,501 (2,397) 37,773 
Noncontrolling interests .................204. 3 — (104) (101) 
Allocation of earnings to preferred 
StOCKHOIGErS: « 2.sc0o0 hue ehuha bake ithe oie (64) — — (64) 
Net income (loss) attributable to the 
COMPANY essed iscovecedoss debtors cake $ 37,608 $2,501 $(2,501) $ 37,608 


(1) Adjustments include the elimination of intercompany transactions between the Company and its 
consolidated sponsored investment products, primarily the elimination of the investments and equity and 
recording of any noncontrolling interest. 
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20. Selected Quarterly Data (Unaudited) 


2012 
Fourth Third Second First 
($ in thousands, except share data) Quarter Quarter Quarter Quarter” 
REVENUES. 5.5.65 0.083: O86 coe Seen en Po $ 78,919 $71,951 $66,818 $62,398 
Operating Income ............. 0.0.0... 0 02 eee 20,472 17,767 14,253 7,953 
Net Income Attributable to Common Stockholders ... 12,213 11,642 8,367 5,386 
Earnings per share—Basic ................-0000- $ 156 $ 148 $ 1.08 $ 0.72 
Earnings per share—Diluted ...................4. $ 150 $ 143 $ 104 $ 0.68 
2011 
Fourth Third Second First 
Quarter Quarter Quarter Quarter 
REVENUES. 4.52005 BS oh Mice deals eee eGo eeeek we $ 56,172 $55,457 $48,902 $44,121 
Operating Income (Loss) .............0 00 cece eee 8,194 (2,193) 3,459 4,443 
Net Income (Loss) Attributable to Common 
Stockholders ........ 0.0.0 cece ee ene ee 109,555 (3,483) 2,043 2,979 
Earnings (Loss) per share—Basic ................. $ 17.60 $ (0.56) $ 0.33 $ 0.48 
Earnings (Loss) per share—Diluted ............... $ 1635 $ (0.56) $ 0.30 $ 0.43 


Exhibit 31.1 


CERTIFICATIONS UNDER SECTION 302 
I, George R. Aylward, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: March 1, 2013 


/s/_ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 
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CERTIFICATIONS UNDER SECTION 302 
I, Michael A. Angerthal, certify that: 
1. Ihave reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or 
omit to state a material fact necessary to make the statements made, in light of the circumstances 
under which such statements were made, not misleading with respect to the period covered by this 
report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: March 1, 2013 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial and Accounting Officer) 
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CERTIFICATIONS OF CEO AND CFO PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with this Annual Report on Form 10-K of Virtus Investment Partners, Inc. (the “Company”) 
for the fiscal year ended December 31, 2012, as filed with the Securities and Exchange Commission on the date 
hereof (the “Report’”), each of the undersigned officers of the Company hereby certifies, pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his 
knowledge: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial condition 
and results of operations of the Company. 


Dated: March 1, 2013 


/s/ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial and Accounting Officer) 


SUPPLEMENTAL FINANCIAL INFORMATION 


Schedule of Non-GAAP Information 
(dollars in thousands) 


The company reports its financial results on a Generally Accepted Accounting Principles (GAAP) basis; however, 
management believes that evaluating the company’s ongoing operating results may be enhanced if investors have 
additional non-GAAP financial measures. Management reviews non-GAAP financial measures to assess ongoing operations 
and considers them only to be additional metrics for both management and investors to consider the company’s financial 
performance over time, as noted in the footnotes that follow. Management does not advocate that investors consider such 
non-GAAP financial measures in isolation from, or as a substitute for, financial results prepared in accordance with GAAP. 


Reconciliation of Revenues, Operating Expenses and 


Operating Income on a GAAP Basis to Revenues, 
Operating Expenses and Operating Income, as Adjusted 


Twelve Months Ended 


Dec. 31, 2012 Dec. 31, 2011 
Revenues, GAAP basis $ 280,086 $ 204,652 
Less: 
Distribution and administrative expenses 68,274 50,563 
Newfleet transition related subadvisory fees! = (1,057) 
Consolidated sponsored investment products fees? 167 - 
Revenues, as adjusted? $ 211,645 $ 155,146 
Operating Expenses, GAAP basis $ 219,641 $ 190,749 
Less: 
Distribution and administrative expenses 68,274 50,563 
Depreciation and amortization 5,931 5,865 
Stock-based compensation* 6,063 4,926 
Restructuring and severance charges 1,597 2,008 
Newfleet transition related operating expenses® 2,806 5,152 
Consolidated sponsored investment product expenses? 315, - 
Closed-end fund launch costs® 4,465 10,767 
Operating Expenses, as adjusted’ $ 130,190 $ 111,468 
Operating Income, as adjusted® $ 81,455 $ 43,678 
Operating margin, GAAP basis 22% 7% 


Operating margin, as adjusted 38% 28% 


SUPPLEMENTAL FINANCIAL INFORMATION 


Reflects 30 days of fees payable under the termination provisions of the subadvisory agreement with a former unaffiliated 
subadviser of the Multi-Sector assets. These subadvisory fees ended effective July 2, 2011. The company records its management 
fees net of fees paid to unaffiliated subadvisers. 


Revenues and expenses related to consolidated sponsored investment products have been excluded to reflect revenues and 
expenses of the company prior to the consolidation of these products. 


Revenues, as adjusted, is a non-GAAP financial measure calculated by netting distribution and administration expenses from GAAP 
revenues. Management believes Revenues, as adjusted, provides useful information to investors because distribution and 
administration expenses are costs that are generally passed directly through to external parties. For the twelve months ended 
December 31, 2012, Virtus incurred $72.2 million of distribution and administration expenses that included $3.9 million of 
structuring fees related to the closed-end fund launch. For the twelve months ended December 31, 2011, Virtus incurred $60.2 
million of distribution and administration expenses that included $9.6 million of structuring fees related to the closed-end fund 
launch. For the purposes of calculating Revenues, as adjusted, for the twelve months ended December 31, 2012, and December 
31, 2011, structuring fees paid to third-party distributors for the closed-end fund launch are excluded as they do not have a 

related revenue offset. 


For the twelve months ended December 31, 2012, and December 31, 2011, stock-based compensation expense includes $5.7 and 
$3.6 million, respectively, of equity issued under the company’s annual incentive and long-term plans, and $0.6 and $0.4 million, 
respectively, related to the annual board of directors grant. 


For the twelve months ended December 31, 2012, and December 31, 2011, Newfleet transition-related operating expenses consist 
of compensation expenses of $2.8 million and $5.2 million, respectively, including $0.9 million and $0.7 million, respectively, of 
stock-based compensation. 


For the twelve months ended December 31, 2012, closed-end fund launch costs comprise structuring fees of $3.9 million payable 
to underwriters, sales-based incentive compensation of $0.4 million and unreimbursed offering costs of $0.2 million. For the twelve 
months ended December 31, 2011, closed-end fund launch costs comprise structuring fees of $9.6 million payable to underwriters 
and sales-based incentive compensation of $1.2 million. 


Operating expenses, as adjusted, is a non-GAAP financial measure that management believes provides investors with additional 
information because of the nature of the specific excluded operating expenses. Specifically, management adds back amortization at- 
tributable to acquisition-related intangible assets as this may be useful to an investor to consider our operating results with the results 
of other asset management firms that have not engaged in significant acquisitions. In addition, we add back restructuring and sever- 
ance charges as we believe that operating expenses exclusive of these costs will aid comparability of the information to prior report- 
ing periods. We believe that because of the variety of equity awards used by companies and the varying methodologies for determin- 
ing stock-based compensation expense, excluding stock-based compensation enhances the ability of management and investors to 
compare financial results over periods. Distribution and administrative expenses are excluded for the reason set forth above. 


Operating income, as adjusted, and operating margin, as adjusted, are calculated using the basis of revenues, as adjusted, and 
operating expenses, as adjusted, as described above. 


We define “organic growth rate” as annualized net sales divided by beginning long-term open-end mutual fund assets under 
management. 


The above measures should not be considered as substitutes for any measures derived in accordance with GAAP and may not 
be comparable to similarly titled measures of other companies. Exclusion of items in our non-GAAP presentation should not be 
considered as an inference that these items are unusual, infrequent or non-recurring. 


INVESTMENT PERFORMANCE 


Morningstar Rating™: For the period ending December 31, 2012, 86%, 83% and 84% of assets eligible for 
Morningstar Rating had 5 or 4 star load waived ratings for the 3, 5, 10 years, respectively, based on risk adjusted 
returns, of a total of 31, 26, and 20 funds, respectively. Had sales load been included, results would be lower. 
For each fund with at least a three-year history, Morningstar calculates a Morningstar Rating based on 

a Morningstar Risk-Adjusted Return measure that accounts for variation in a fund’s monthly performance 
(including the effect of sales charges, loads, and redemption fees), placing more emphasis on downward 
variation and rewarding consistent performance. The top 10% of funds in each category receive 5 stars, the next 
22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars and the bottom 10% 
receive 1 star. The Overall Morningstar Rating for a fund is derived from a weighted average of performance 
figures associated with its three-, five- and ten-year (if applicable) Morningstar Rating metrics. Ratings are for 
Class A shares as shown only; other share classes bear different fees and expenses, which affect performance. 
Load-waived star ratings do not include any front-end sales load and are intended for those investors who have 
access to such terms (e.g., for plan participants of a defined contribution plan). Strong ratings are not 

indicative of positive fund performance. Absolute performance for some funds was negative. For complete 
investment performance, please visit www.Virtus.com. 


Barron’s Fund Family Ranking: 62 fund families met the methodology criteria for the one-year period ended 
12/31/12. Virtus was ranked 1 of 62 for Taxable Bond Funds in 2012, 42 of 58 in 2011 and 1 of 57 in 2010. 
Methodology for Barron’s/Lipper Best Fund Family Ranking: “To qualify for the Lipper/ Barron’s Fund Survey, 
a group must have at least three funds in Lipper’s general U.S.-stock category, as well as one in world equity, 
which combines global and international funds. We also require at least one mixed-equity fund, which holds 
stocks and bonds. Fund shops also must have at least two taxable-bond funds and one-tax-exempt offering. 
Each fund’s returns are adjusted for 12b-1 fees, which are used for marketing and distribution expenses. The 
funds usually add these fees back into returns. Our aim is to measure the manager’s skill. Fund loads, or sales 
charges, aren't included in the calculation of returns, either. Each fund’s return is measured against those of 
all funds in its Lipper category. That leads to a percentile ranking, with 100 the highest and 1 the lowest, which 
is then weighted by asset size, relative to the fund family’s other assets in its general classification. If a family’s 
biggest funds do well, that boosts its overall ranking. Poor performance in a big fund obviously has a big effect 
on the ranking. Finally, the score is multiplied by the weighting of its general classification, as determined by the 
entire Lipper universe of funds. The category weightings for the one-year results: general equity, 34.9%; world 
equity, 16.3%; mixed asset, 17.3%; taxable bonds, 27.2% and tax-exempt bonds, 4.3%. The scoring: Say a 
company has a fund in the general U.S. equity category that has $50 million in assets and that accounts for 
half of the company’s assets in that category. Its ranking is the 75th percentile. The first calculation would be 
75 X 0.50, which comes to 37.5. That score is then multiplied by 38.04%, general equity’s overall weighting 

in Lipper’s universe. So it would be 37.5 X 0.3804, which totals 14.265. Similar calculations are done for each 
fund in our study. Then, all the numbers are added up for a total score. The fund shop with the highest score 
wins, both for every category and overall. The same process is repeated for the five- and 10-year rankings 
based on their weightings.” 


INVESTMENT PERFORMANCE 


Morningstar Fund Manager of the Year Award: Established in 1988, the Morningstar Fund Manager of the 
Year Award recognizes portfolio managers who demonstrate excellent investment skill and the courage to differ 
from the consensus to benefit investors. To qualify for the award, managers’ funds must have not only posted 
impressive returns for the year, but the managers also must have a record of delivering outstanding long- 

term risk-adjusted performance and of aligning their interests with shareholders’. Nominated funds must be 
Morningstar Medalists — a fund that has garnered a Morningstar Analyst Rating of Gold, Silver, or Bronze. 

The Fund Manager of the Year award winners are chosen based on Morningstar’s proprietary research and 
in-depth qualitative evaluation by its fund analysts. 


Risk Considerations. The market price of equity securities may be affected by financial market, industry, or 
issuer-specific events. Focus on a particular style or on small or medium-sized companies may enhance that 
risk. The value of an ETF may be more volatile than the underlying portfolio of securities the ETF is designed 

to track. The costs of owning the ETF may exceed the cost of investing directly in the underlying securities. 
Debt securities are subject to various risks, the most prominent of which are credit and interest rate risk. The 
issuer of a security may fail to make payments in a timely manner. Values of debt securities may rise and fall in 
response to changes in interest rates. This risk may be enhanced with longer-term maturities. There is a greater 
level of credit risk and price volatility involved with high yield securities than investment grade securities. 
Securities in the fund may go up or down in response to the prospects of individual companies and general 
economic conditions. Price changes may be short or long term. U.S. government securities may be subject to 
price fluctuations. An agency may default on an obligation not backed by the United States. Any guarantee on 
U.S. government securities does not apply to the value of the fund’s shares. The market price of equity 
securities may be affected by financial market, industry, or issuer-specific events. Focus on a particular style 

or on small or medium-sized companies may enhance that risk. Investing internationally, especially in emerging 
markets, involves additional risks such as currency, political, accounting, economic, and market risk. There is a 
greater level of credit risk and price volatility involved with high yield securities than investment grade securities. 
The market price of equity securities may be affected by financial market, industry, or issuer-specific events. 
Focus on a particular style or on small or medium-sized companies may enhance that risk. A fund that focuses 
its investments in a particular geographic location will be highly sensitive to financial, economic, political, and 
other developments affecting the fiscal stability of that location. Closed-end funds may trade at a discount from 
their net asset values, which may affect whether the fund will realize gains or losses. They may also employ 
leverage, which may increase volatility. When a fund invests in other funds, it indirectly bears its proportionate 
share of the operating expenses and management fees of the underlying fund(s). When a fund has a limited 
number of securities, it may be more susceptible to factors adversely affecting its securities than a less 
concentrated fund. A fund that focuses its investments in a particular industry or sector will be more sensitive 
to conditions that affect that industry or sector than a non-concentrated fund. The performance of the fund and 
its index may vary somewhat due to factors such as fund flows, transaction costs, and timing differences 
associated with additions to and deletions from its index. For additional information on these and other risk con- 
siderations, please see the fund’s prospectus. 


INVESTMENT PERFORMANCE 


Data quoted represents past performance. Past performance is no guarantee of future results. Current 
performance may be lower or higher than the performance data quoted. Investing involves risk, including the 
possible loss of principal. The value of your investment will fluctuate over time and you may gain or lose money. 


Please carefully consider a Fund’s investment objectives, risks, charges, and expenses before investing. 
For this and other information about the Virtus Mutual Funds, call 1-800-243-4361 or visit www. Virtus.com 
for a prospectus. Read it carefully before you invest or send money. 


Virtus Mutual Funds are distributed by VP Distributors, LLC, member, FINRA and subsidiary of Virtus 
Investment Partners, Inc. 


Common Stock Performance: Our common stock trades on the NASDAQ Global Market under the symbol 
VRTS. The chart on page two compares the cumulative return on our common stock from the opening trade 
of January 2, 2009, our first day of public trading, with the S&P 500 Total Return Index and a composite of 
publicly traded asset management companies. The following companies comprise the peer group: Affiliated 
Managers Group, Inc.; AllianceBernstein Holding L.P.; BlackRock, Inc.; Calamos Asset Management, Inc.; 
Cohen & Steers, Inc.; Diamond Hill Investment Group; Eaton Vance Corp.; Epoch Holding Corp.; Federated 
Investors, Inc.; Franklin Resources, Inc.; GAMCO Investors, Inc.; Invesco Ltd.; Janus Capital Group, Inc.; 
Legg Mason, Inc.; Pzena Investment Management; T. Rowe Price Group, Inc.; U.S. Global Investors, Inc.; 
Waddell & Reed Financial, Inc.; and Westwood Holdings Group, Inc. 


SHAREHOLDER INFORMATION 


Security Listing 
The common stock of Virtus Investment Partners, Inc. is traded 
on the NASDAQ Global Market under the symbol “VRTS.” 


Transfer Agent and Registrar 
For information or assistance regarding your account, 
please contact our transfer agent and registrar: 


Virtus Investment Partners 

c/o Computershare Investor Services 
P.O. Box 43078 

Providence, RI 02940 


Toll-free (within U.S.): 866-205-7273 
Foreign Shareowners: 413-775-6091 
TDD for Foreign Shareowners: 781-575-2300 


Web Site: www.computershare.com/investor 
E-mail: Virtus.Investment.Partners@virtus.com 


Annual Meeting of Shareholders 

All shareholders are invited to attend the annual meeting of Virtus 
Investment Partners on Tuesday, May 21, 2013, at 10:30 a.m. EDT 
at the Hilton Hartford Hotel, 315 Trumbull Street, Hartford, CT. 


For More Information 
To receive additional information about Virtus Investment Partners 
and access to other shareholder services, visit Investor Relations in the 


“About Us” section of our Web site at www.virtus.com, or contact us at: 


Virtus Investment Partners, Inc. 
Investor Relations 

100 Pear! Street 

Hartford, CT 06103 

Telephone: 800-248-7971 (Option 2) 
Fax: 860-241-1113 

e-mail: investor.relations@virtus.com 


Affiliated Companies 


Duff & Phelps 

Investment Management Co. 
200 S. Wacker Drive 

Suite 500 

Chicago, IL 60606 
312-263-2610 


Euclid Advisors LLC 
1540 Broadway 

New York, NY 10036 
800-272-2700 


Kayne Anderson Rudnick 
Investment Management, LLC 
1800 Avenue of the Stars 
Second Floor 

Los Angeles, CA 90067 
800-231-7414 


Newfleet Asset Management, LLC 
100 Pear! Street 

Hartford, CT 06103 
860-760-5828 


Newfound Investments, LLC 
100 Pear! Street 

Hartford, CT 06103 
860-263-4707 


Rampart Investment 
Management Co., LLC 
One International Place 
Boston, MA 02110 
617-342-6900 


Zweig Advisers LLC 
1540 Broadway 

New York, NY 10036 
800-272-2700 


For more information on the Virtus Mutual Funds or other products, 
call your financial representative or visit our Web site at www.virtus.com. 
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